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hat is included in this work is 
intended to be informational 
in nature. But do not hesitate 


toask “WHY?” If things appear confus- 
ing or contradictory in the world of Ha- 
waii State budgeting — it may in fact be. 


But also remember, the architects of 
this process have been in place due to 
forty years of voting habits by a major- 
ity of Hawaii's people. And so, the fu- 
ture of this process, whether it contin- 
ues or undergoes fundamental change, 
ultimately rests at the ballot box. 


Aloha, 
Michael Liu 
Senate Republican Leader 


January 22, 1996 


Senator Michael Liu 
Senate Republican Leader 


“Annual income twenty pounds, annual expenditure 
nineteen-six, result happiness. 

Annual income twenty pounds, annual expenditure 
twenty pound ought and six, result misery.” 


Charles Dickens, David Copperfield 


story — because there was a lot more 

budget than there was money. The pro- 
jected budget shortfall captured more news 
and more editorial ink than any legislative 
issue in recent memory. Yet the process it- 
self remains largely misunderstood; no 
single, current, comprehensive overview 
clearly describing this fundamental process 
exists. 


J 1 1995, the State Budget was THE news 


The process by which State govern- 
ment budgets and spends its resources af- 
fects every single resident of the state. Yet 
most citizens are largely unaware of how 
this critically important process works. Very 
few who work inside State government 
completely understand it, either. Legislators, 
who must appropriate every dollar spentby 
the State, often find themselves clutching the 
tail of a powerful, unpredictable tiger. 


We have attempted to outline the 
State Budget cycle in simple terms, stopping, 
here and there for more detailed explana- 
tions, should you care to read them. 
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Introduction 


We have also revisited recommendations 
previously offered by experts for improving 
the budget process, and included an appen- 
dix of graphs and budget comparisons. We 
have consulted with a number of people 
who understand and follow government fi- 
nance, and have enjoyed the assistance of 
many helpful state employees. We have lis- 
tened and learned, and incorporated their 
recommendations where appropriate. We 
value accuracy and have worked to achieve 
it,, yet responsibility for any errors must re- 
main ours. 


It is our hope that this summary will 
prove useful to legislators, their staffs, and 
to citizens who choose to get involved with 
this very important State Budget process. 
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“Government cannot be stronger or more 
tough-minded than its people. It cannot be more 
inflexibly committed to the task than they are.” 


Adlai Stevenson 


Where Does the Money Come From? 9) 


The Collection of Revenues 
State Taxes 
Federal Funds 
The Sale of Bonds 
General Obligation (GO) Bonds 
GO Reimbursable Bonds 
Revenue Bonds 
‘The Legislature's Role in the Sale of Bonds 
Debt Management 


Where Does the State Keep Its Money? 15 


‘The State Treasury 
‘The State General Fund 


Special Funds 


Revolving and Trust Funds 


How Does State Government Ly 
Appropriate Funds? 


Revenue Projections 
‘The Council on Revenues 
Planning, Programming & Budgeting (PPB) 
The Executive Budget Format 
Fixed Cost Budget Items 
Capital Improvement Projects 
PPB & Other Budget Documents 
The Role of the Legislature 
‘The Budget Timetable 
Legislative Oversight Overlooked? 
Constitutional Requirements 


Just How Many People DO Work 31 
‘or the State? 


How State jees Are Counted & Classified 
Budget Position Counts from 1989-96, 
bby Department 
Good News for the Hopelessly Confused: 
Full-Time Equivalents are Coming! 


How are State Funds Spent and 37 
Accounted For? 


The Allotment Process 

Grants, Subsidies de Purchases of Service 
Qualifications 
The Process 

State Procurement & Contracts 

A Strong Case for Legislative Oversight: 
‘The 1993 Special Senate Investigating 
Committee 

Have Subsequent Amendments to the Law 
Weakened Procurement “Reform?” 

Accounting: Pre-Audit; Post-Audit 


Where Does Over $6 Bil 


mn A YearGO? 47 


{A Statistical Snapshop of the General 
“Appropriations Act of 1995 
How Can the Budget Process Be Improved? 51 


Recommendation from Experienced Budget 
Watchers and Finance Experts 


Page 7 


terri 


Tabl 


sft: 


f Contents 


Is It Possiible to Navigate the 55 
Budget Maze? 


‘One Program; Five Layers of Budget Documents 
Where ARE These Documents? 

The Executive Budget 

The Variance Reports 


PPB Program Structure Reference 
Budget justification (B) Tables 
The Budget Bills 
The Budget Worksheets 
‘When to Ask for Help, Whom to Ask & What 
to Expect 
Appendix 2 
A Look at Budget Trends Since 1986 


‘Where Hawait Ranks Nationally Selected 
licators 
‘Commonly Used Acronyms 


Agency Codes 
thon! of PundingCodes 


Index 80 


Page 8 


“Tax and work them so that they cannot live, but 
‘not so much as to kill them.” 


‘Tokugawa leyasu’s economic formula for 
‘Shogunate, 17th Century Jap: 


“The art of taxation consists in so plucking 
the goose as to obtain 

the largest possible amount of feathers 

with the smallest possible amount of hissing.” 


Jean Baptiste Colbert (1665) 


“Collecting more taxes than is 
absolutely necessary is legalized robbery.” 


Calvin Coolidge 


Where Does the Money Come From? 


State Revenues by Category _ 


FyIW3. 8 


WB 31.9% General Excise Tax 
Wh 24.2% Income Tax 

BD 20.0% Federal Funds 
05.0% Gov't Services 
a 
& 


04.2% Insurance Tax 


14.7% Other 


| The Collection of Revenues 


cording to the State Comptroller, 

A the State of Hawaii took in over $4 
billion in total revenues in fiscal year 

1994, Ultimately that money comes from tax- 


payers, but it gets to state coffers in a vari- 
ety of ways. 


State Taxes 


By far the largest source of revenue for 
the State is the General Excise ‘Tax (GE 
which accounts for 32 percent of State rev 
enues. The GET is a tax added on to virtu- 
ally every transaction occuring within the 
state, and is levied at every level of produc- 
tion, distribution and sale, For that reason, 
itis called a pyramiding tax, because it piles 
one tax on top of another, It has been said 
that comparing most s conventional 
sales taxes to Hawaii's GET is like compar- 
ing an apple to a watermelon. Most states 
exempt sales by manufacturers, wholesal- 
ers and service providers. Many do not tax 
the sale of food or medical services. Hawaii 
taxes it all, causing some experts to estimate 
that Hawaii would need an 18-20% sales tax 
to get the same amount of revenue it cur- 
rently enjoys with its 4% GE 

‘The State's second largest source of rev- 
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enue is the State Income Tax (personal and 
corporate), which accounts for another 24% 
of total State revenues. The Insurance Pre- 
mium Tax, charged insurance companies in 
lieu of the GET, accounts for another 4.2% 
of total state revenues. Proceeds from the In- 
surance Premium Tax have increased 254% 
in just one year, reflecting the upward spiral 
of insurance premiums. Interest and inve: 
ment income has been the fifth lai 
of State revenue for the last four years, al- 
though interest and investment income has 
dropped 217% since 1991. 


Federal Funds 


The State's third largest source of income, 
20% of total revenues, comes from intergov- 
emmental funds. Intergovernmental funds 
are those which flow from one political sub- 
division to another. The most common ex- 
ample of these are federal funds which are 
given to the State. In addition, the State holds 
and redistributes certain monies for the 
dividual counties, mostly relating to matters 
of shared jurisdiction. 

The Federal Government gives money to 
the State in the form of general revenue shar- 
ing, block grants, specific program grants, 
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How Hawaii Spent Federal $$ in 1994 


N 
N 
N 


fo Highways $213.7 Mil 
NatResources $ 7.2Mil 
BD 68% Health $ 57.0 Mil 
(457% Human Svs. $380.8 Mil 
[10.1% Education —_$ 83.8 Mil 
EB 1.3% Econ.Devel. $11.1 Mil 
Employment $ 37.6 Mil 
AdminSuppt. $ 24.8 Mil 
2.1% Other $ 17.0Mil 


we -more about Federal 


matching funds or reimbursements. In 1994, 
Hawaii received over $833 million from the 
federal government. 

Except for general revenue sharing, fed- 
fal money that comes to Hawaii bears no 

ect relationship to federal taxes paid by 
Hawaii residents, but rather, represents a re- 
distribution of federal tax revenue among 
the states. Hawaii State Government gets 
back $1.23 in federal dollars for every $1.00 
its citizens pay in federal taxes. Much of the 
increased federal spending can be attributed 
to the military presence in Hawaii. 

Most federal money comes with string: 
attached, General revenue sharing, monies 
are distributed at both the state and county 
evel, and have the fewest strings. Other fed- 
eral money reflects the desire of Congress 
to control to some degree the purposes for 
which, and the manner in which, the money 
is spent by the states. Block grants are 
awarded to accomplish broad programmatic 
functions, and the state hasa significantlevel 
of discretion as to the implementation of the 
programs for which the money is used. The 
present Congress appears to be shifting a 
number of very specific grant programs to 
broader block grant programs, allowing, 


more flexibility for the individual states in 
their administration, and less review by fed- 
eral bureaucrats. 

At present, federal “mandates” have a 
significant impact on the State's spending, 
plans. In 1994, the combined State and fed- 
eral dollars budgeted to cover these man- 
dates was over one billion dollars. Close to 
half of those were State dollars. Non-com- 
pliance with federal mandates can bring, 
various sanctions, from loss of funding to 
exposure to lawsuits, 

‘Added together, the top five sources of 
State revenue, GET; State Income Tax; Fed- 
eral Funds; Charges for Government Ser- 
vices; and the Insurance Company Tax, ac- 
count for 85% of all State revenues. The 
other 15% in revenues comes from the fol- 
lowing: Inheritance and Estate Taxes; Liquor 
Taxes; Public Service Company Taxes) To- 
bacco Taxes; Franchise Taxes; Transient Ac- 
commodations Taxes; Liquid Fuel Taxes; 
Motor Vehicle Taxes; Hospital and Nursing 
Home Taxes; and a number of fees, licenses, 
rentals, fines, forfeitures, and interest re- 
ceipts. 


he State also borrows money. Pro- 

ceeds from bond sales are used to fi- 

nance capital improvement projects 
(CIP) to purchase land, and to design and 
build schools, airports, parks and other 
projects that government provides for its 
citizens, Because these kinds of projects are 
intended to serve generations, their costs, 
the repayment of principal and interest, are 
spread out over a period of years, 

There are basically two kinds of state 
bonds sold: General Obligation (GO) bonds, 
and Revenue bonds. 


General Obligation Bonds 


GO bonds finance most government 
CIP: schools, office buildings, state parks, 
prisons, irrigation projects. In a precedent 
setting move, the Legislature recently 
funded both the Office of Hawaiian Affairs 
(OHA) and Hawaiian Home Lands (HHL) 
settlements with GO Bonds. Principal and 
interest payments are guaranteed by statute; 
they area "first charge” on General Fund rev- 
enues. Because of this guarantee, GO bonds 
are sold at a lower interest rate than other 
bonds the state markets. For the public, these 


and other state and municipal bonds are an 
attractive investment because the interest 
earned on them is exempt from state and 
federal taxes. 


GO Reimbursable Bonds 


A special type of GO bonds, GO 
reimbursables, add flexibility to the ways 
projects can be financed. These are sold for 
projects with an income source. Principal 
and interest payments are initially made 
from the General Fund, which is guaranteed 
by law to be reimbursed from Special Fund 
revenues. Highway projects are financed 
this way; reimbursement comes from the 
Highway Special Fund, which i supported 
by gasoline taxes. 

GO Reimbursable bonds can be struc 
tured over a longer period than other bonds, 
up to 35 years. This has allowed some 
projects which will have a revenue base but 
which do not have enough income to pay 
off the debt within the 20-year span of most 
bond issues, to be built with less expensive 
GO bonds. Parking structures and dormito- 
ries have been financed this way. 

New projects that will eventually have 
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“There are but two ways of paying debt: 
Boece easy eee ncens 
or increase of thrift in laying out.” 


‘Thomas Carlyle (1843) 


a revenue base, such as the Convention Cen- 
ter, can be started with GO bonds and then 
refinanced after the revenue flow is more 
certain by selling GO Reimbursable or Rev- 
enue Bonds. In the last few years our bonded 
indebtedness has shifted markedly to a 
greater percentage of revenue bonds. 


Revenue Bonds 


Revenue bonds are sold to raise the capi- 
tal to build or improve public facilities such 
as hospital, airport and harbors. These en- 
terprises charge fees or have some other 
source of income which is put in a Special 
Fund. Operating costs of the enterprise, 
along with principal and interest on the 
bonds, are paid out of the Special Fund. Rev- 
enue bonds are also sold to fund loan pro- 
grams such as Hula Mae loans to buyers of 
middle-income housing. The income to re- 
pay the principal and interest on these bonds 
comes from payments on mortgage loans. 
‘These bonds are considered riskier than GO 
bonds because they are not guaranteed by 
the full faith and credit of the State, and thus 
are sold with a higher rate of interest. To pro- 
tect against the unlikely event of revenues 
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falling short of repayment requirements, the 
State can carry insurance to cover any short- 
fall. Doing this can insure a more favorable 
interest rate, 
The Legislature's Role in the 
Sale of Bonds 

The Legislature must specifically autho- 
rize all capital projects and indicate how they 
will be financed — by GO bonds, Revenu 
bonds, federal funds or cash. Most projects 
are included in the General Appropriations 
or Budget Bill, but some are authorized in 
separate measures, 


| i | | ---more about Bonds 


The Legislature authorizes man 
projects that are never built for one reason 
or another. Before the 1978 Constitutional 
Convention, there was no automatic w: 
purge the list of authorized projects. This 
caused a problem as the allocations far sur- 
passed the State's capacity to finance the 
projects. This concentrated the power to 
choose which projects to fund in the hands 
of the Administration, and diluted legisla- 
tive oversight. 

Now, appropriations lapse after three 

mn has been taken to start the 


Public Bonded Debt in Hawaii 


1D Revenue Bonds 
1 Go Bonds 


project. A project that is considered neces- 
sary, but is delayed for some reason, can be 
kept on the books by an Administration re- 
quest to release some of the funds — per- 
haps for planning or land purchase — and 
in that way “encumber” the whole appro- 
priation. An exception is made to the lap 
ing provision if federal funds might be jeop- 
ardized. This exemption has been criticized 
by the Legislative Auditor for not being nec- 
essary and for the effect it has in keeping 
projects on the books indefinitely. A cor 
tutional amendment to repeal this exemp- 
tion is scheduled to go before the voters for 
ratification in 1996. 


Debt Management 


The sale of GO bonds is not tied to any 
one project. Rather, the State sells large 
batches of bonds, generally twice a year, and 
the Governor applies the funds to specific 
projects. The State works with a bond coun- 
sel to determine timing and structure of the 
sale. Ithas the authority to both request bids 
from companies seeking to sell the bonds 
and to negotiate the sale after putting out a 
“Request For Proposal.” (RFP) The State 


works to secure the best interest rate pos- 
sible. The rate is very important because the 
debt service incurred from borrowing has 
the first call on State funds and thus affects 
the number of dollars that are available for 
other state programs. 


The State's Bond Rating 


‘The health of the state economy has a 
major impact on the management of state 
debt. A stable cash flow is required to main- 
tain a good bond rating for the State, which 
affects the interest rate the state will have to 
pay. In the past, the State has tried to main- 
tain a $80-100 million surplus at the end of 
the fiscal year in order to maintain a favor- 
able rate. Presently, there exists a Wall Street 
Watch on Hawaii, as the General Fund bal- 
ance is projected to be only $15 million at 
the end of the current fiscal year, possibly 
placing Hawaii's bond rating, in jeopardy. 
Under the Administration's proposed 
Supplemental Budget request presented to 
the Legislature in January, 1996, the State 
would have a $62 million balance on June 
30, 1996, a $60 million balance in June, 1997 


‘To encumber funds means to utilize a 
portion of an appropriation, thus tying 
up the entire amount and preventing the 
funds from lapsing, 


and, under the Governor's curent plan, 
only $17 million left in the General Fund 
at the end of fiscal 1998. 

During a period of economic downturn, 
economists often recommend increased gov- 
ernment construction spending to boost the 
economy. However, the State is in no posi 
tion to do this if it has already reached the 
debt limit or the fiscal health of the govern- 
ment limits the State's ability to market 
bonds at a reasonable rate. 

During economic boom times, the State’s 
bond buying practices have occasionally 
been questionable. In the latter years of the 
Waihee administration, $300 million in 
bonds were marketed, but not used. The 
State was obliged to pay $7.3 million to the 
federal government in arbitage taxes on the 
income earned by the bond proceeds, in 
addition to paying the interest on the bonds 
themselves. Likewise, the State has had dif- 
ficulty in using construction money in the 
School Facilities Fund, which receives $90 
million in set-aside funds each year. The 
fund currently has a balance of approxi- 
mately $250 million, 
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Bonds for Private Enterprises 


‘The State can issue Special Purpose Rev- 
enue Bonds for private organizations if the 
purpose of the project and the organization 
is determined by the Legislature by a 2/3 
vote of both houses, to further certain con- 
stitutionally defined public purposes (ui 
ties, non-profit health care facilities, manu- 
facturing, processing or industrial enter- 
prises, and low and moderate income gov- 
emment housing programs.) 


‘These Special Purpose Revenue Bonds are 
paid off by funds from the recipient orga- 
nization as determined by a contract with 
the State. No state funds are used to pay 
principal and interest and the State does not 
guarantee the bonds. The enterprise has the 
advantage of selling tax-free bonds at a 
lower interest rate and the public is sup- 
posed to benefit from lower prices charged 
them as consumers. 


Recently the Legislature has begun to au- 
thorize GO Bonds for private organizations 
— the Hawaii Theatre is a prime example. 
This project was contracted as a Purchase 
of Service, using bond funds 
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“A billion here, a billion there — pretty soon 
it adds up to real money.” 


U.S. Senator Everett Dirksen 


here is no actual State Treasury, no 

piggybank or vault where all rev- 

enues are kept. The State Treasury is 
the sum of the monies held in State bank ac- 
counts which are then accounted for in dif- 
ferent types of funds: the General Fund, 
Special Funds, Revolving Funds and Trust 
Funds. As the money from all sources comes 
to the State, it is deposited by the receiving 
agency into a state bank account. A Trea- 
sury Deposit Sheet which details the source 
of the funds is filed at the same time the de- 
posit is made. At the end of each month, the 
Director of Finance, who heads the Depart- 
ment of Budget and Finance (B&F), distrib- 
utes the receipts into separate funds as de- 
termined by law. 


The State General Fund 


The General Fund is the repository of 
all funds that are not specified by law to be 
accounted for in other funds. Virtually all 
taxes go into the General Fund, the prime 
source for the State Operating Budget, which 
provides for the administration of state gov- 
ernment and programs adopted by the Leg- 
islature. General Fund revenues are the 


prime focus of public discussion on where 
our money goes. 


Special Funds 


Special Funds are earmarked for particu- 
lar purposes. Often Special Funds get their 
revenues from user fees charged by the en- 
tity they support, e.g. airport revenues, hos- 
pital charges, and harbor fees. In other cases, 
taxes or license fees are designated for cer- 
tain purposes. For example, a portion of the 
Conveyance Tax goes for housing assistance, 
and another part to the preservation of natu- 
ral areas. In other cases, general funds are 
set aside for a specific use and a Special Fund 
is created to support that use. 


Revolving and Trust Funds 


Special Funds do not include Revolving 
Funds or Trust Funds. Revolving Funds can 
be started from seed money appropriated 
from the General Fund, but are designed to 
replenish themselves through charges to a 
specific group of users. Trust Funds benefit 
designated persons or classes of persons 
who hold beneficial interest in the money. 
The Hawaii Public Employees Health Fund 
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and the Employment Retraining Fund, sup- 
ported by contributions from employers for 
the benefit of employees, are examples of 
Trust Funds. 

The number of Special and Revolving 
funds that are established by the Legislature 
grows every year. When the Legislature es- 
tablishes a program, it often sets up a Spe- 
cial Fund to guarantee that the money 
needed to fund the program will be avail- 
able. Currently, we have about 300 Special 
and Revolving Funds with a balance of $1.5 
to $2 billion. The Legislative Auditor has 
urged the Legislature to repeal many of 
these funds and return the money to the 
General Fund so that it may be re-appropri- 
ated. 

The accounting for all funds — General, 
Revolving, Trust and Special —except those 
associated with the Employee Retirement 
System and OHA — is handled by the De- 
partment of Accounting and General Ser- 
vices (DAGS), headed by the State Comp- 
troller. By law, once a year the Comptroller 
must count the money and securities in the 
State Treasury and reconcile those counts 
with the Comptroller's own records. 
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All the Sp: 


Sadun Special Fund 
+ State Edcbtional Flies Improvement Special Fund 
+ Sate Motor Poo Revolving Fund 
+ Site Parking Revolving Fund 

State Rik angpement Revolving Fund 


itplus Federal Property Revolving Fund 
* WorksoF-Art Special Fund 
* Interagency Federal Revenue Maximization Revolving Fund 


* Financial Institution Examiners’ Revolving Fund 


‘ Agricultural Loan Reserve Special Fund 
‘= Agricultural Loan Revolving Fund 

' Agricultural Park Special Pund 

‘+ Animal Quarantine Holding Facility Special Fund 
* Aquaculfure Loan Reserve Special Fund 

'* Aquaculture Loan Revolving Fund 

«Irrigation System Revolving Fund 

‘© Marketing Order Revolving Fund 

‘Hawaii Agricultural Development Revolving Fund 
+ Coffee Inspection Revolving Fund 

> Irrigation Water Development Special Fund 


Attorney General (AG) 
+ Criminal Forfeiture Revolving Fund 

Criminal History Record Improvement Revolving Fund 
+ Medicaid Investigations Recovery Fund 


* Veteran's Bond Special Fund 
'* Public Utilities Commission Special Fund 

Dwelling Unit Revolving Fund 
Fee Simple Residential Revolvi 
Hawaii Development Revolv 
Home Kevoea had + 
Housing Alteration Revolving Loan Fund 
Housing Finance Revolving Fund 


Housing Loan Program Revenue Bond Special Fund. 
Multi-Family Revenue Bond Special Fund 


Hoving Projet Bond 
Rental Asttance Revo 


Fund 


ng Fund 


+ Dowenpayment Loan Program Revolving Fund 
+ Mult ary Rental Hsing Morgags surance 
Revolving Fund 


‘as 
tie pe atin 
feet pet 


Hawaii Capital Loan 

Hawaii Community Fund 

Hawaii Community-Based i Revolving Fund 

Hawai Innovation 

Hawait Large Fishing Vessel Purchase. Construction, 
‘Renovation, Maintenance, and Repair Loan 
Program Revolving Fund) 

+ Hawaii Small Fishing Vessel Purchase, Construction, 


Fund 


Renovation, Maintenance, and Repair Loan 
Program Revolving Fund 
Hawaii Strategic ‘Comp Revolving Fund 
Technology Fond 


tat Revolting Loan Program Fd 
Natal Energy Lara f awa Athonty Special Fund 
Petraeum Praduct Control Fund 
Public Facility Revenue Bond Special fund 
Sie Deter Revarng Laan 

enveiion Center Capital and Operations Special Fund 
5 Wat Detncr spec and 
5 Clean Hawalt Special Fund 


‘abe Teevtstr Specal Fund 
S Resoethon Specs! Fund 

Fh rondcssting Revolving und 

trae ating 

= Speval Fund for epost of Special Handling Fees for 
Seva un for Berto ec 


* Driver Education Fund Underwriters’ Fee Special Fund 
+ No-Fault Administration Revolving Fund 


‘Adult Education 
= Adult Education 
* Driver Education Special 

Lahanatuna Boarding Schoo! Special Fund 
Libraries Special 
‘+ Library Fee for Enhanced Services Special Fund 


1 Fund 
Fund 


* As of June 30, 1995, per B&F 
+ School Special Fees Special Fund 
Special Shoal Conch fund 


Education Fund. 
Use of School Facilities Special Fund 
Teacher Standards Board Revolving Fund. 


Office of the Governor (GOV) 
* Long Term Care Service Development Special Fund 


** Public Land Trust Proceeds Special Fund 


Health (DOH) 
Environmental Revolving Fund 
Facility Administration Special Fund 
await ‘Nurse Student Loan Special Fund 
Pbiic Health Facility Special Funds 
Hie Hospital 
Honokaa Hosptal 


Kua Veterans Meme Hogpt 
‘Sue Mahlon Memoria! Nowa 


sania 
eaten 

sa ea 
LE a pe 


‘Air Special Fund 
Environmental Management Special Fund 
* Environmental Health Program 

‘and Education Special Fund 
+ Collections Revolving Funds 

‘Maui Memonal Hospital 

Hilo Hospital 

Kona Hospital 
+ rug Demand Reduction Asessment Special Fund 
+ 13 Hospital Operation Funds 


‘+ Hawaiian Home Lands Trust Pund 


Havalian Home Operating Special Fund 
Reciptsspectiod 

Native Havvatan Rehabilitation Special Fund 
‘Administration Account Special Fund 

Home Loan Revolving Fund 

General Loan Revolving Furst 


Blind Shop Revolving & Handicraft Fund, 
Housing for Elders Revolving Fund 

Housing Revolving Fund 

Randolph Sheppard Revolving Fund 
Teachers’ Housing Revolving Fund 

Health Care Revolving Fun 

'* Spouse and Child Abuse Special Account Fund 


) 
* Accrued Vacation and Sick Leave Revolving Pu 
Workers! Compensation Claims Assessment Payments Fund 
In-Service Training Programs and Activites Revolving Fund 
‘ Martin Luther King, Je Celebration Special Fund 


TSA ienand Tha Special Fund 


Supreme Court Law Library Revolving Fund 

Supreme Court Bar Exam Rule 1, Rules of Cour, 
Supreme Court Fund 

+ Spouse and Child Abuse Special Accs 


Fund 


Employment 4 Toning Fund 
' Special Compensation Fund 
* Special Fund for Disability Benetts 
‘Special Premium Supplementation Fund 
ial Unemployment Insurance Administration Fund 
nemployment Compensation Fund 
Occupational Safety and Health Training and Assistance Fund 
Workers’ Compensation Insurance Administra 
‘Special Fund 


‘Accrued Vacation & Sick Leave Revolving Fund 

‘Aina Hoomalu Special Fund 

Forest Stewardship Special Fund 

Hawa Hat eration Spc Fund 
srl Park Special 

Spec Land and Development nd 

Special Land and Development Fu 

Irgation Water Development Specal Fund 

WikleRevlving Fund 

Bai Special Fund 

1 Sport Hah Special Fund 


© General Administration Fund 


*+ Harbor Patrol Services Fund 

+ Revolving Funds - Correctional Facility Stores 
‘Oahu Community Correctional Center 
HCF/WCF 

* Correctional Industries Revolving Fund 

* Correctional Program Revolving Fund 


‘Airport Revenue Special 
5 Aer Sinking Fad for Retire Tr Bod 
* Airport Systems Funds 
Debt Service Reserve Account 
Interest Account 


+ Airport- Operation and Maintenance Fund 
5 flair 0 Mt Special Funds 
+ Harbor Spc 
TOMO KElvng Find 
+ Pre-paid Aiport Use Change Fur 
State Highway Special Fun 
Transportation Use Special Fund 
5 Untan Mass Transportation Ac of 1964 Fund 


{Transcript and Diploma Revolving Funds 
an 
Hilo 
West Oahu 
Community Colleges 
+ Vocation and Technical Training Projects Revolving Fund 
‘Community Colleges 
fio 
+ Animal Research Farm, Waiale, Oahu Revolving Fund 
4 University of Hawai Student Activities Revolving Fund 


Hilo 
West Oahu 
Community Colleges 

‘+ University of Hawaitat Manoa Intercollegiate Athletics 


Revolving Fund. 

+ University of Hawaii at Hilo Intercollegiate Athletics 
Revolving Fut 

* University of Hawati Manoa Malpratice Special Fund 


+ Child Cane Programs Revolving fund 
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“One swallow does not make a 
summer; neither does one fine day.” 


Aristotle 


How Doe 


$2106 USDA ie 


Xs State Government 


Appropriate Funds? 
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with an assessment of how much 

money the State can expect to take in 
over the fiscal period covered by the bud- 
get. That assessment is made by the State's 
Council on Revenues. 


T: budget formulation process begins 


‘The Council on Revenues 
‘The State must develop its spending plan 
without knowing how much money it will 
have. Taxes and other forms of State rev- 
enues depend upon the performance of the 
State's economy. 

‘The GET is particularly sensitive to the 
cyclical buying whims of consumers — and 
the GET provides the lion's share of State 
tax revenues. How consumers behave and 
how much the State will collect in revenues 
depends on the economy. Accurate projec- 
tions of State revenues are critical to the State 
Budget process. 

Enter the State's constitutionally man- 
dated Council on Revenues, whose job it is 
to project future tax revenues for the State. 
It is an important job, because the law re- 
quires the Governor and the Legislature to 
use the Council's projections to mold the 
State Budget. 


Prior to the 1978 Constitutional Conven- 
tion, revenue projections were made by both 
the Administration and the Legislature. The 
system was characterized by inconsistency 
and political overtones. It was the intent of 
the Convention delegates to stabilize and 
provide independence for the revenue pro- 
jection proce: 

The Council on Revenues consists of 
seven unpaid members. The Governor ap- 
points three and the Senate President and 
the Speaker of the House each appoint two. 
By law, the Council must meet at least four 
times a year. 


The Use of Economic Models 


The Council's projections are part science 
and part guess work. It considers a variety 
of factors in making its forecasts, including: 
Tourism Visitor Counts and Visitor Spend- 
ing Estimates; Number of Jobs; Personal In- 
come Level; Construction Figures and US. 
and Japanese Economic Forecasts. After 
agreeing to an “educated guess” concern- 
ing the variables, the members of the Coun- 
cil run the numbers through economic mod- 
els to produce revenue estimates for the 


Estimate 


% e - - Actuality 
Growth 


FY FY FY FY FY | FY 
90 9 9 93 9% 95 


During 1994-95 the Council revised its esti- 
mates downward four times from +4% to 0 
Growth. Revenues were down 1%, resulting 
in a net overestimatation of 5%. On average, 
‘Council forecasts have been off by 6% per year, 
and most frequently it has forecast scenario 
far more rosy that what actually occurred. (Pro- 
jections charted are for December of each in- 
dicated year) 
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“Plans get you into things, 
‘but you got to work your way out.” 


Will Rogers 


[I noe 


State. Estimates of annual revenue growth 
have consistently been off, and legislators 
have consistently authorized expenditures 
ata limit that has left little room for adjust- 
ment. 

‘The cyclical nature of the economy has 
very often caused the Council to underesti- 
mate both good and bad times. Regardless 
of attention to statistical detail, itis still part 
guesswork to say when tourism will peak 
or when a recession will end. Many of the 
variables that help or hinder Hawaii 
economy can change unexpectedly or not 
change as predicted. Human behavior is 
also an unpredictable, but important, factor. 
If people feel their economic situation will 
worsen, they may put off spending. They 
spend more when they feel good times are 
‘on the horizon. In addition, nota year goes 
by that the Legislature doesn’t alter the tax 
laws and other elements affecting the State 
Budget. It is often hard to predict what ef- 
fect those changes will have. 

Perhaps the Council’s methodology does 
not use the most appropriate models for Ha- 
waii. Perhaps it does, and these projections 
are as accurate as can be ex |. The law 
allows the Governor or Legislature to ignore 


the Council's projections and use their own, 
but they must publicly explain why they 
choose to do so. No Governor or Legisla- 
ture has ever taken that alternative route. 
Accurate or not, The State tax revenue fore- 
casts from the Council on Revenues have 
formed the basis for all State budgets since 
the Council's inception. 


ae eal 


ning process, an exercise in defining, 
goals and the means of reaching them. 
In reality, in government, itis too often little 
more than drawing up alist of past expenses 
and adjusting for anticipated increases. 

In 1970, Hawaii adopted a Planning-Pro- 
gramming-Budgeting system (PPB). Law- 
makers hoped PPB would be a tool for mak- 
ing better decisions about how the State 
spends its money, in a way that focuses on 
setting objectives, The PPB system is built 
around eleven major program areas that 
have been determined to be the eleven pri- 
mary objectives of State government. 

‘The PPB program structure is somewhat 
artificial because it doesn't reflect the depart- 
mental organization of State government. In 
fact, most of the eleven programs overlap 
several of the seventeen State departments. 
PPB Programs are comprised of sub-pro- 
grams. Each of these is attached to one of 
the State departments which is responsible 
for the management of that part of the pro- 
gram and the expenditure of funds appro- 
priated for that sub-program. 

The PPB program format draws all costs 


J deally, drawing up a budget is a plan- 
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PROGRAM MEMORANDA 


Multi-Year Program, 
3 Volumes, 1,628 Pages’ 


rogram Memoranda 
288 Pages 


for a program— capital as well as operat- 
ing—together, identifies the source of the 
funds appropriated, and projects those costs 
over a period of six years, It also shows the 
number of positions authorized for a pro- 
gram title. This figure does not necessarily 
reflect the total number of people employed, 
but rather the total number of full-time 
equivalent, permanent positions. 

‘The PPB system was initially designed to 
provide enough information to allow for 
evaluation of the effectiveness of programs. 
Effectiveness measures are written for each 
sub-program, target populations are de- 


Makidice Seaporte 4) Mh ites Napa 
2Volumes 813 ans == Pages 


fined, and numerical measurements of ac- 


tivities performed are required. Critics who 
feel evaluation should be the heart of the 
PPB system complain that these measure- 
ments have never been helpful for rating the 
effectiveness of programs, When resources 
are tight, it would seem that a potentially 
useful tool is not being utilized. 

For better or worse, the Governor takes 
the Council on Revenue's projections, and 
using the PPB Budget format and the steps 
outlined in the State's budget law and out- 
lined on Pages 26 and 27, begins to craft 
the Administration's budget. 


Page 22 


_PPB & Other Bu: 


instituted the PPB system, is explicit 

about the information that must be in- 
cluded in the various budget documents that 
the Administration must prepare for the Leg- 
islature. These documents are: 


T:: Executive Budget Act of 1970, which 


* The Multi-Year Program and Finan- 
cial Plan (PFP), the primary budget docu- 
ment, is prepared for submission in odd- 
numbered years, It is a compendium of 
background information on the economy, 
descriptions of each sub-program combined 
with projections of proposed spending over 
a six-year period. It includes “measures of 
effectiveness” for each program. 


* The figures set forth for the first two 
years of the Multi-Year Program and Finan- 
cial Plan constitute the proposed Executive 
Budget for the next biennium. These are the 
figures that will be reflected in the budget 
bill that will pass through the Legislature 


* Program Memoranda are more de- 
tailed explanations of each program, and are 
intended to correlate past results with cur- 
rent budget requests. They are prepared the 


same year the PFP is drawn up and must be 
available before the first day of the legisla- 
tive session. 


* Supplemental Budgets may be pre- 
pared in even-numbered years to amend the 
Executive Budget passed the previous year. 


* Variance Reports for each sub-program 
are prepared every year to show actual ex- 
ditures for the previous year — high- 
lighting the difference between what was 
appropriated and what was actually spent. 


* Other Budget documents used by the 
Legislature and the Department of Budget 
& Finance to provide greater detail include 
Budget Justification (BJ) Tables, and the 
House and Senate Budget Worksheets. 
These, along with the requisite PPB docu- 
ments are displayed and annotated, begin- 
ning on Page 56. For the Executive branch, 
Incremental Request and Workload Ad- 
justments differentiate between current pro- 
gram levels and changes the department is 
requesting. Despite intense focus on these 
increments, neither the Executive Budget 
nor the Financial Plan reflect them. 


Ian Lind, Common Cause, and the | 
Pursuit of the Budget Worksheets | 


1983 marked the Good Friday rebellion of 
the Senate Dissidents. This was a group of | 
six State Senators who felt they were not be- 
ing allowed input to Ways and Means on is- 
sues relating to the subject-matter Standing. 
Committees under their jurisdiction, They 
also wanted access to the Budget Worksheets, 
documents used by money-committee mem- 
bers and withheld from all others. Tempers | 
flared, and the six found themselves with- 
out committee chairmanships, and with 
fewer staff members and smaller offices. | 


About the same time, lan Lind, then Ex: 
ecutive Director of Common Cause, forced a 
confrontation with Senator Mamoru 
‘Yamasaki over the issue of closed door WAM 
hearings. Common Cause won a lawsuit to 
force open budget hearings. Lind later joined 
the dissident Senators in a lawsuit to make 
Budget Worksheets available to the public. 
The Court ruled that the Worksheets were not | 
public documents. The Hawaii Supreme 
Court declared the issue moot a year later, | 
effectively upholding the ruling by the lower 
court. 


‘The Senate leadership made a policy 
change the following year and made a set of 
Worksheets available during Conference ne- 
gotiations on the Budget. Currently, they are 
not generally available to the public during 
this period, but are published after the ses- 
sion adjourns. Without the Worksheets, fol- | 
lowing the deliberations of WAM, Finance or 
the Budget Conference Committee is not | 
unlike watching a foreign-language film de- 
void of subtitles — at times entertaining, but 
falling short of real communication. | 


E 


State Budget that the current admin- 
istration and legislative majority con- 

sider “fixed.” These fall into the following 

categories: debt servi 

state/federal entitlements; s 

ployee benefits;and court-ordered program 

and facility requirements. We have dis- 

cussed debt service and federal mandates 

under revenue sources. 


TL are a number of cost items in the 


Entitlements are either direct money 
Payments or program assistance to certain 
populations whose eligibility is established 
by law — social security and welfare are 
examples on the federal level. State entitle- 
ments include our State's share of certain 
federal /state programs such as welfare, 
Medicaid and free /low-cost school lunches. 
Although the State's participation in these 
programs is mandated, the level of benefits 
is left up to the State. For example, welfare 
cash payments vary greatly from state to 
state, Hawaii is the most generous of all 50 
states. Also, some Medicaid benefits are fed- 
erally mandated while others are optional. 

Civil Service requirements and negoti- 


ated contract items with various collective 
bargaining units preclude reductions in sala- 
ries or employee benefits —at least for the 
period of the contract. While the Governor 
and the Legislature may choose to eliminate 
positions or transfer them, civil service 
employees have certain rights that make it 
difficult to effect quick budget fixes. 


A number of court-ordered consent de- 
crees are in effect as a result of lawsuits 
brought against the State. These require the 
State to provide certain levels of service or 
certain minimum facilities. Consent decrees 
currently govern the population of two of 
our prisons. The decrees do not require the 
State to spend a specific amount of money. 


Built-in costs soak up more than 80% of 
the State Budget. Additionally, inflation and 
changes in workload caused by growth in 
such things as school enrollment, cause au- 
tomatic increases in costs. 


Budgeting is, in common practice, a re- 
petitive and mechanical process, an updat- 
ing of the current budget. Drastic cuts to 
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the budget have rarely been made by the 
Legislature; they have generally been ef- 
fected in the Executive branch’s budget 
implementation process, Legislators often 
enact new programs in bills separate from 
the State Budget Act. These new programs 
find their way into the next Executive Bud- 
get and become institutionalized. 


‘The Governor shapes the Budget to meet 
his goals, and the Legislature inserts its own 
ideas. 


‘The process starts when the departments. 
develop their budgets early in the summer. 
‘They start with a “wish list” of improve- 
ments to current programs. Analysis of these 
departmental budget requests is a function 
of B&R. Because B&F is charged with de- 
veloping a balanced budget, the analysts’ 
cuts frequently prevail over departmental 
plans. There are, however, avenues of ap- 
peal to the Governor who must weigh com- 
peting needs. This part of the process car- 
ries on through the Fall until the Budget is 
ready to send to the Legislature in mid-De- 
cember (See chart pp. 26-27). 
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Dr the capital improvement 
program for the State isan important 
part of budget-making. Prioritizing 
the implementation of projects among the 
competing needs and plans of agencies of 
governments a difficult job. The process is 
coordinated by the Director of Finance, in 
consultation with the Office of State Plan- 
ning, to help the Governor make final deci- 
sions on which projects will be proposed to 
the Legislature, 


Departments that have resources inde- 
pendent of the State General Fund for their 
CIP, such as the Department of Transport 
tion (DOT), fall outside the competitive 
funding arena and have more autonomy 
over their capital spending. The Department 
of Education (DOE) is also shielded to some 
degree by the Educational Facilities Special 
Fund. State law mandates that $90 million 
per year of General Excise taxes be dep 
ited in the fund to pay for new school faci 
ties. In recent years, GO bond funds have 
been substituted for cash 


The building of capital improvements is 


\ 


‘TRANSPORTATION 


one of the most costly programs in the state. 
In the 1995-97 biennium budget, almost $1 
billion was appropriated for various capital 
projects. Appropriations for CIP are in- 
cluded in the Budget as “investment” un- 


der individual programs. A separate section 
of the Budget bill gives details on individual 
projects and shows the funding source. 


The CIP included in the Budget bill re- 
flect the construction needs as defined by 
the Administration and the Legislature to- 
gether. While the Governor cannot spend 
money on a CIP for which the Legislature 


CIP by Program | 
Appropriated 
for 1995-97 


B TRANSPORTATION 
BENVIRONMENTAL PROTECTION 


‘ORMAL EDUCATION 
|.CULTURE & RECREATION 

PUBLIC SAFETY | 
INDIVIDUAL RIGHTS 
‘8. GOVERNMENT WIDE SUPPORT 


did not provide, he can restrict funds for 
projects detailed in the Budget and ap- 
proved by the Legislature. 


In some years a second CIP bill passes 
the Legislature listing smaller projects rec- 
ommended by individual legislators. This 
is commonly termed the “pork” bill. Each 
legislator provides a list of projects not ex- 
ceeding a set amount to be included in the 
bill. They are generally small projects in the 
legislator's district, are rarely implemented 
and lapse after three years, There have been 
no pork bills the last few years. 


FirstReading— Second Reading — 
What each bill passes When a bill is sent out 
upon its introduction of Committee to the 


body of floor, either for lateral 
referral to another 
Committee or to be 
dby positioned for Third or 
the body of origin. Final Reading. 


The Role of the Legislature] 


1 funds spent by State government 
must be appropriated by the Legis- 
ature. 

The law requires the Gavernor to submit 
his Six-year Program and Financial Plan to 
the Legislature no later than thirty days be- 
fore it convenes in every odd-numbered 
year — approximately in the middle of De- 
‘cember. The first two years of the Plan is the 
Executive Budget for the next biennium. It 
is drawn up in bill form and is known as 
the General Appropriations measure. Itis 
troduced when the Legislature convenes in 
mid-January. In even-numbered years, the 
Governor may submit a Supplemental Bud- 
get request to amend the Budget passed the 
previous year. 

Both the House Committee on Finance 
(FIN) and the Senate Committee on Ways 
and Means (WAM) hold budget briefings in 
December or early in the legislative session. 
Occasionally, there are joint informational 
hearings, but more often each committee 
holds a separate set of hearings in which 
each program in the Budget is examined. De- 
partment administrators offer testimony and 
respond to legislators’ questions regarding 
their budget request. During this period, the 


Governor may also forward additional bud- 
get messages in the form of letters to the 
Speaker of the House and the President of 
the Senate. These reflect changes, plus or mi- 
nus, to the original Executive Budget figures. 
They are incorporated into the worksheets 
used by the money committees as they con- 
sider the Budget, but are not made available 
to the public. 

During the same preliminary budget pe- 
riod, House and Senate Standing Commit- 
tees which have jurisdiction over particular 
program areas examine the budget requests 
of departments and programs under their 
jurisdiction. Procedures for prior concur- 
rence — the acceptance by the money com- 
mittees of subject-committee recommenda- 
tions — are addressed to some degree in leg- 
islative rules (each house passes its own 
rules) and have on more than one occasion, 
raised legislative hackles when recommen- 
dations have not been followed. 

The General Appropriations measure for 
each biennium passes Third Reading ini- 
tially in the House and then goes to the Sen- 
ate, where WAM amends it. The bill goes to 
the Senate floor, where it passes Third Read- 
ing. As the House and Senate versions of the 
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Thelastreading  —"Thelast 
in the body of vote given a 
origin, orin the — measure that 
‘opposite body for is agreed 
passage of that upon in the 

ly’s version of | same form by 
the measure. both bodies. 


budget are different, the money committees 
meet in Conference Committee to hammer 
out a final draft of the Budget, which must 
then pass Final Reading in both bodies. 

Three other budgets pass through the 
Legislature in similar fashion, though with 
considerably less scrutiny: the budgets for 
the Judiciary, the Legislature, and OHA. 
These, along with measures appropriating 
money for new programs, are called Spe- 
cific Appropriations. Except for emergency 
appropriations and the Legislature's budget, 
no appropriation measures or bond autho- 
izations can be passed before both houses 
have passed the Budget and delivered it to 
the Governor. 

The Legislature often chooses to control 
its particular budget priorities by use of nar- 
rative directives in the budget bill called 
“Provisos.” Broad budget appropriations 
encompass all activities that are planned to 
carry out the goals of a sub-program, and 
list only gross amounts. Provisos direct the 
Administration to spend a specific dollar 
amount in a specific way. In 1995, the Gov- 
emor challenged certain provisos contend- 
ing that they conflict with the Governor's au- 
thority to execute budget controls. 
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‘General Note: In each odd-numbered year, the 


Governor and the Legislature formulate the Gen- 
eral Appropriations for the ensuing two 
fiscal fos te cal Ser, priced 
even-numbered year, a Supplemental Budget is 
passed, which amends, deletes ore novi 
Hiv ol te previous ours bicaual ous: 


Budget are sent from each 
State departmiént to the Governor, 
and to B&F for analysis. The 
Governor then considers whether, 
and how, to increase or decrease the 
departmental budget requests. 


Fiscal Year begin 


guidelines. He sends these, with a set of budget instructions 
from the Department of Budget & Finance (B&F), to the 
Directors of all State departments. 
> 


‘The Governor makes the 
decision on the 


The Executive Bud; 
{by law, 30 days before the 


Legislative 


‘The Senate Ways & Means 
Committee and the House 
Finance Committee hold 
informational briefings on the 
Budget — all State depart- 
ments testify on their respec- 
tive budget requests. Public 

testimony is not taken. 


ered to the Comm 
Finance and intro- 


sys &e Meat 


——ee 


Se 
duced as the General Appropriations Bill, | arin 
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K legislative deadlines are agreed to each 
year and a Legislative Timetable is published 
jointly by the House and Senate. This and Hear- 
ing Notices must be used to chart accurately 
the movement of bills, including the Budget. 


House 
Finance 
Produces its — - 
mggsion of the Deadline for Governor to 
Governor's me | veto specific line terns or 
Differences between the House and provisos in the Budget 
Senate versions of the Budget are 
hammered out in Conference re 
Committee and the final version of 
the Budget is positioned for passage 
in both bodies. 


Budget, which he HB 
passes 3rd 


_ January | February ff March | April | May | June 


Legislative vie 


subject mal Subject matter 
jet ca ea committees make 
Committees recommendations 
hold briefings y letter to Senate 
‘on budget Ways & Means & 
grams use Finance 
under their committees, 


jutisdiction. : 


Seate haa wean 
Ways & Means [Fae Year ends ] 
Sedeea ie Legislature e. ia 
“raft of the passes the 
Budget which Budgetand 
passes 8rd adjou 
Reading in the 
Senate. 
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Legislative Oversigh 


he Legislature is the policy-setting 

branch of State government. It exer- 

cises this power when it passes bills 
into law and when it appropriates money. 
The Legislature also has another duty: it 
must oversee the Administration's imple- 
mentation of its laws, policies and intent. For 
the most part, the Legislature carries out thi 
part of its job through hearings and brief- 
ings scheduled by Standing Committees 
during the legislative session. 

‘The Legislature can also create Investi- 
gative Committees to look into matters that 
might involve some perceived impropriety. 
Such an investigative committee must be 
enabled by statute or resolution, which must 
‘outline the purpose, duties and duration of 
the committee's powers. These committees 
may have broad subpoena powers, and pro- 
tection of the rights of the people called to 
testify before the committee are outlined in 
the statutes. 

Investigative Committees are not created 
very often. In recent years there have been 
only two that have held a significant num- 
ber of hearings and published their findings: 
both were Senate Committees, one on the 


presence of Heptachlor in Hawaii's milk, 
and the other addressing alleged impropri- 
ties in state procurement procedures and 
within the management of the Hawaii Em- 
ployces' Retirement System. (See pp. 40-41) 
Some legislators complain about being 
unable to get enough information to ad- 
equately evaluate programs. Only House 
Finance and Senate Ways and Means are 
routinely provided with backup materials, 
such as the BJ tables shown on pages 68-69. 
Even those committees don't have easy ac- 
cess to up-to-date expenditure data that 
DAGS inputs into its Fiscal Accounting and 
Management System (FAMIS). Many states 
have this kind of information online, but our 
Administration has yet to provide it, even 
to legislators. Absent this level of detail, it 
is difficult to formulate questions, discover 
problems or conceive solutions. In addition, 
staff members are often inexperienced and 
‘overworked, and are generally not provided 
the opportunity to ask hard questions about 
programs. 
In order to get a better grip on necessary 
fiscal oversight, the 1990 Legislature passed 
Act 347. This Act established an Office of 


“Constitutions are checks upon 
the hasty actions of the majority.” 


Willliam Howard Taft 


the Legislative Analyst, who would be ap- 
pointed by a Joint Legislative Budget Com- 
mittee. The legislative intent was to retain a 
permanent, full-time staff of professionals 
to provide analysis of the Governor's bud- 
get and the State’s economy, The power of 
legislative oversight is a strong counterbal- 
ance to the powers of the Governor to veto 
measures and restrict funds, and one that 
many critics feel is underutilized, To date, 
the Legislature has not funded the Office of 
the Legislative Analyst it established — so 
it does not exist. 

So far, the most important tool the Legis- 
ature has had to keep tabs on the Admini 
tration is the work of the Legislative Aud 
tor. This Office, established in the State Con- 
stitution, conducts many in-depth studies of 
the management and finances of executive 
departments. The Auditor's mission in- 
cludes routine audits as well as specific stud- 
ies assigned by the Legislature. Recently the 
Auditor was given broader powers to i 
tiate studies. However, the recommenda- 
tions of the Auditor need not be adopted by 
State departments, and too often are not. 


Sheree ee Income Tax Rebate : Constitutional Bond Debt Limit 


When General Fund balances at the end of two 
successive fiscal years exceed 5% of the General 
Fund revenues of each of the years, a rebate or 


tax credit must be given. The Constitution leaves 
the question of the amount of the rebate to the 
succeeding Legislature, which in most years has 
rebated a token $1 per person. 


‘The Debt Service for GO Bonds cannot exceed 
18.5% of the average of the General Fund rev- 
enues of the three preceding fiscal years. The 
18.5% limit is calculated at keeping principal and 
Interest payments to a maximum of 15% of gen 
eral fund expenditures in the operating budget 
of the current year. 


| Constitutional Requirements 


WR area number of provisions in the 
State Constitution that affect the 
preparation of the Budget. Most of 
these were added to the Constitution by the 
1978 Constitutional Convention, which was 
attempting to keep State spending under 
control, 


* The Budget, when passed, must 
balance revenues and expenditures. Unlike 
the federal government, the State cannot 
show a deficit, except when the Governor 
officially declares the public health, safety, 
or welfare is threatened. 


* Growth in General Fund expen- 
ditures is tied to growth of the state economy 
as measured by personal income. Using a 
formula, a ceiling is placed on the amount 
of appropriations that can be passed in one 
year. 


© There are limits on the number of 


GO bonds that can be floated. 


* Large surpluses may not accumu- 
late in the General Fund over a period of 
more than two years. They must be rebated 
to taxpayers. 


‘The Expenditure Ceiling was written into 
the State Constitution to keep government 
expenditures in line with taxpayers’ ability 
to pay for them. If the Governor fee 
cumstances require the expenditure ceiling, 
to be exceeded, he must officially say why 
and by how much, The Legislature may also 
go over the expenditure limit if two-thirds 
of the members of both houses vote to do 
so, declare by how much the ceiling will be 
exceeded, and offer their reason for exceed- 
ing the cap. 


These disclosure provisions in the Con- 
stitution were included so the public would 
know if and when the Governor or lawmak- 
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2 A Conatie nal Expenditure Ceiling 


General Fund appropriations may not exceed the 
rate of state economic growth, as measured by 

averaging the annual percentage change in total 
state personal income for the three years prior 
tothe fiscal year for which the appropriations 
are to be made. 


ers were proposing to breach the expendi- 
ture limit — and why. In recent years of big 
surpluses, many bills were passed that ex- 
ceeded the limit. However, only the amount 
by which a particular bill exceeded the cap 
was disclosed — never the cumulative 
amount of all bills that caused the limit to 
be exceeded, The same language outlining 
the reason for the breach was included in 
all the bills. It read: “The reasons for exceed- 
ing the general fund expenditure ceiling are 
that the appropriation made in this Act is 
necessary to serve the public interest and to 
meet the need provided for by this Act.” The 
letter of the law was followed, if not its spirit. 
‘The cause of public disclosure was met — 
technically. 

In the late 80's and early 90's this device 
was used routinely. Another way to avoid 
the limit on General Fund expenditures has 
been to siphon off General Fund monies into 
Special Funds before appropriating them 
from the Special Fund. (See Page 13) 
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“A government that is big enough to give you 
all you want is big enough 
to take it all away.” 


Barry Goldwater 
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How Many People DO 
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Work for the State? 


[How State Employees are Counted 


he size of the Hawaii State workforce 
has been a hot topic the last few years. 
Associated with this story is a grow- 
ing frustration at the State's seeming inabil- 
ity to come up with an absolute number of 
people who work for it. 

‘The answer to the question "How many 
State employees are there?" depends on 
three things: 1) who is counted; 2) how they 
are counted and how the result is expressed; 
and 3) the calendar period for which the ac- 
counting is sought. While press-induced 
speculation about whether the Governor 
knows how many State employees there are 
might be politically provocative, the true 
relevance of the question lies in the very real 
concern that the Administration and the 
Legislature do not have the capability of pro- 
ducing personnel figures which are consis- 
tent with each other. Personnel costs repre- 
sent a huge chunk of State spending. How 
can a responsible, understandable budget 
be crafted with confusing information? 

The Legislature and various administra- 
tive departments produce different mea- 
sures of the State workforce. The Legislature 
and B&F, which produces the Budget, dis- 
play Position Count figures in the Budget. 


These figures reflect only permanent full- 
and part-time positions. 

The Department of Labor & Industrial 
Relations (DLIR) publishes figures that re- 
flect the number of paychecks issued by the 
Department of Accounting & General Ser- 
vices for a pay period. This figure includes 
casual employees. 

The Department of Human Resources 
Development (DHRD) keeps track of Civil 
Service positions and permanent and tem- 
porary positions exempt from Civil Service, 
butare dependent upon getting total counts 
from the various departments for temporary 
and emergency hes. The Judiciary, Legis- 
lature and OHA are independent branches 
of government and keep their own figures. 

A little statutory and legislative back- 
ground is necessary to understand the 
State's myriad personnel designations. 
Chapter 76 of the Hawaii Revised Statutes 
establishes the Hawaii Civil Service Law, 
which governs the hiring, promotion, trans 
fer and retention of public employees within 
the system. The law provides for hiring from 
lists provided by the DHRD based on com- 
petitive examinations. It also defines the em- 
ployment status of all State workers, 


The Legislature & Civil Service 


Section 76-16(17), Hawaii Revised Statutes, 
lows the Legislature to exempt certain posi- 
ions by law. There has been a growing ten- 
dency to exempt more and more positions by 
legislating exemptions, particularly in new 
programs and high level administrative posi- 
tions, 

Inclusion in the Civil Service provides job 
security and opportunities for advancement. 
Exemption can allow more flexibility in hir- 
ing and setting salaries. 


fiat. Critics charge 
favoritism and under- 


creates an appea 
mines the merit principle. 


whether they are under Civil Service or ex- 
empt from it, Section 76-16 outlines the rea- 
sons for exemption, most of which reflect 
either the need to withhold permanent sta- 
tus from employees of programs which are 
temporary or new and untried, or to allow 
certain positions to be filled by people loyal 
to the Governor or person appointing them. 

‘The mixture of temporary and permanent 
positions, full- or part-time, and permanent, 
temporary, or emergency appointments to 
those positions presents a confusing picture. 
The understanding of State hiring practices 
and the size and make-up of the State 
workforce will be enhanced by a review, on 
the next page, of a number of terms and defi- 
nitions specific to the issue. 
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* Position. A specific office or employ- 
ment, whether occupied or vacant, requir- 
ing the full- or part-time employment of one 
person. A position is classified either tem- 
porary or permanent. 


* Position Count. The number of per- 
manent positons authorized for each pro- 
gram in the State Budget. 


* Vacant Position. A position that has 
been established but is not filled. Funds for 
vacant positions are included in the budget, 
but are often what is eliminated when cuts 
are necessary. 


+ State Workforce. All permanent, tem- 
porary and part-time workers on the State 
payroll for a particular pay period. These 
figures fluctuate from month to month, gen- 
erally peaking in December and dropping 
during the summer months. 


+ Exempt Position. A position not sub- 
ject to Civil Service laws. Many of these are 
identified in State law, and are often pro- 
vided for in setting up new programs. They 


include appointed positions servicing 
boards and commissions; some technical 
and professional employees; positions re- 
lating to the Legislature; members of the 
Governor's cabinet; deputies and other ap- 
pointive positions. 


«Temporary Position. Specifically des- 
ignated by the Legislature; the dollars to 
fund them are shown in operating costs, but 
not specified under personnel costs. 


An important distinction to make is that 
between temporary positions and tempo- 
rary appointments. Although most tempo- 
rary appointments are to temporary posi- 
tions, the job protection features of Civil Ser- 
vice result in many temporary appointments 
to permanent positions. These positions 
must be kept for the absent permanent ap- 
pointe for up to two years. 


‘Temporary Appointment to a Po- 
sition. These fall into four categories: 


* Provisional — appointment to fill va- 
cancy which is being classified, reclassified, 


or while recruitment continues to establish 
a valid list. Limited to 180 days with one 180 
day extension. Civil Service benefits. 


* Limited Term — Probational or limited 
term appointment to another position in the 
same class. Benefits. 


* Temporary! Outside of List — Appoint- 
ment toa Temporary Position or to fill a va- 
cancy temporarily. Limited to one year, but 
may be extended for good cause. No vaca- 
tion benefits. 


+ Emergency — Appointment without 
delay, with no requirement to go through 
DHRD. Limited to 10 working days, ex- 
tended to 30 calendar days. No vacation or 
health insurance benefits. 


Position counts in budgets have little 
relation to the number of people employed 
bya department, as they do not include tem- 
porary positions, or positions created in 
separate legislation. Contract employees are 
also not included, though many depart- 
ments employ them for extended periods. 
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Growth in State Workforce’ from 1989 to 1994, by Department 


‘Total # of people receiving paycheck from 
State in December of each numbered year 
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Seale: 1 Inch = approx. 800 members of the State Workforce. 
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DEPARTMENT 
judiciar 

DAGS . J ! 

Agriculture 5. . I 

Ettore "ST SSSSRGIOELS ISRO EEE AA EEN ES 

Budget & Finance 618.00 690.00 665.00 76 608.00 

DBEDT 139.00 157.00 151.00 86 132.00 


Lt. Governor 21.00 21.00 19.00 95 17.00 


DARD HATTA 

Taxation 389.00 386.00 409.00 5.1 377.00 
Transportation 1952.50 2144.50 2150.00 10.1 2082.00 
UH 5652.90 6179.45 6332.00 120 6308.25 
DOB 

TOTAL Positions* 37,065 42,718 42,339 14.2% 41,568 


* Does not include positions for the Legislature, as Position Counts are not a part of the Legislative Budget. 
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task force formed in 1993 of repre- 

sentatives from B&F, DAGS and 

DHRD is working to provide a bet- 
ter way of looking at employment figures, 
including a means of reconciling the differ- 
ences between DLIR Workforce figures, po- 
sition counts in the budgets and the indi- 
vidual departments’ personnel rosters. 

The first differentiation made was be- 
tween intermittent and regularly-paid em- 
ployees. The second distinguished between 
full-time and part-time regularly paid em- 
ployees. The designation Full-Time Equiva- 
lent (FTE) for a department, or program, 
means all of the full-time employees and a 
percentage of the part-time employees. A 
comparison of recent Workforce figures to 
the re-worked numbers comprising Full- 
Time Equivalent Employees is eye-opening: 


Full-Time 
Part-Time 


FTE 
Workforce 
Positions 


FTE figures do not include employees of 
the Judiciary, the Legislature or OHA. Esti- 
mates place the FTE numbers for those 
branches at approximately 2,000. The differ- 
ence between December and June figures is 
partially accounted for by the 1995 early re- 
tirement option exercised by approximately 
900 of these employees, and seasonal fluc- 
tuations (affecting perhaps 500-600). 


Workforce figures include the Judiciary, 
OHA and the Legislature. About 95% of the 
difference between FTE and Workforce 
numbers can be traced to University of Ha- 
wail (UH) and DOE casual hires. 

The task force has not yet attempted to 
reconcile FTE figures to authorized budget 
position counts. These position counts, as 
noted, do not include temporary positions, 
although vacant positions are counted. 

One of the effects of the PPB budget 
method has been the shattering of any co- 
herence between authorized personnel in 
the Budget and the number of employees 
actually working for the State. It appears that 
a switch to use of Full Time Equivalent fig- 
ures in the Budget documents would pro- 
vide lawmakers better information on which 
to base their decisions. 
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“Never ask of money spent 
Where the spender thinks it went. 
Nobody was ever meant 

To remember or invent 

What he did with every cent.” 


Robert Frost 


= 


How Are State Funds Spent & Accounted For? 


The Allotment Process 


ecause the State Budget is based on 

projected rather than actual rev- 

enues, periodic adjustments are 
needed to keep expenditures in line with 
available funds. State law provides for this 
by a quarterly allotment system applied to 
ail executive departments except the Depart- 
ment of Education, which is allowed an an- 
nual allotment for the portion of its budget 
that goes directly to schools. The system is 
also not applied to activities where periodic 
allotments are impractical, for example the 
funding of capital improvement projects 


Allotments are based on departmental 
estimates presented to the Director of Fi- 
nance by the various department heads four 
times a year — July 1, October 1, January 1 
and April 1. Each estimate represents the 
department's best projection as to how much 
of its total appropriation it intends to spend 
that quarter. 


From these quarterly estimates the Ad- 
ministration may make any necessary ad- 
justments. IfState revenues are less than ex- 
pected, the Administration may ask a de- 


partment head to spend less than the 
amount originally appropriated. First, the 
Department of Budget and Finance reviews 
the quarterly estimates of the other depart- 
ments. ‘The Director of Finance then ap- 
proves, increases or decreases the estimates. 
Atany time thereafter, however, the Diree- 
tor of Finance may modify or amend any 
previous allotment 


The pattern in recent years has been for 
the Governor, through the Director of Fi- 
nance, to withhold funds early in the Fiscal 
year and restore some or all of them in the 
fourth quarter, This can cause management 
problems for the departments and may an- 
noy legislators who often express their con- 
cern that their initiatives are ignored or de- 
layed, The Administration may not spend 
money which has not been appropriated, 
but it has a great deal of power to restrict 
spending authorized by the Legislature. 


All unalloted funds, except for some 
school and university appropriations, lapse 
back to the General Fund at the end of the 
fiscal year. 
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Budget Provisos: 
Tool for Control or an 
Abdication of Responsibility? 


Although department heads are 


ven some 
flexibility to move funds in order to manage 
their programs effectively they must follow the 
classifications of the General Appropriations 
Act. Transfer of funds between programs or 
agencies without legislative authorization, al- 
though prohibited by law, has often been al- 
lowed. This has been accomplished by the 
Legislature delegating this power to the Gov- 
ernor through budget prov 


Similarly, the Legislature has used the budget 
proviso to micro-manage programs, direct the 
use of specific providers and contractors and, 
some argue, to remove the Governor's power 
to restrict funds in reaction to a changing rev- 
‘enue picture, Here are two examples of recent 
budget provisos: 


SECTION 155, Unless otherwise provided in this 
‘Act, the governor is authorized to transfer funds 
between appropriations within an expending 
agency for operating purposes; provided further that 


‘such transfers shall be authorized only for fiscal year 
11993-1994; and provided further that the governor 
‘shall submit a report on all such transfers no later 
than twenty days prior to the convening of 1994 
regular session, 


SECTION 17, Provided that of the general fund ap- 
‘propriation for state tourism office (BED)113, the sum 
‘6 $250,000 for fiscal year 1993-1994 and the sum of 
$5150,000 for fiscal year 1994-1995 shall be expended. 

‘establish and operate a State visitor information 


office in Osaka, Japan. 
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Grants, Su 


he State also funds private and not- 
for-profit organizations through 
Grants-In-Aid (GIA), subsidies, and 
Purchase of Service (POS) agreements. An 
organization must meet certain standards to 
qualify for one of these funds. It must have 
a properly constituted governing board 
whose members serve without compensa- 
tion; by-laws describing business practices; 
one year’s experience in the area for which 
funding is requested; and proper accredita- 
tion and licensing. It must also grant the 
Administration and the Legislature full ac- 
cess to all records and files for oversight. 
‘The process for receiving a GIA or a sub- 
sidy is the same. Organizations submit re- 
quests to the appropriate State agency by 
September 1 of each budget year. The agen- 
cies review the requests and select those they 
plan to include in their budget. If an agency 
denies a request, an organization has the 
‘option to petition an appropriate House or 
‘Senate Standing Committee for funding. Re- 
gardless of the route the request takes, final 
requests must be made by the start of the 
Legislative session. Those requests that are 
included in the Budget or Appropriation 


bills passed by the Legislature and si 

into law by the Governor take effect on July 
1 of each year. After passage, appropriate 
State agencies monitor and evaluate GIAs 
and subsidies in accordance with B&F pro- 
cedures. 

The process for receiving a POS agree- 
ment is more complex. State agencies ini- 
tially identify priority health and human 
service needs in the Spring of each budget 
year. They then submit to the Director of 
Finance a recommended budget for POS 
agreements. The Administration then re- 
views, revises, and passes along the recom- 
mended budgets to the Legislature. Before 
the Legislative session begins, the Admin- 
istration must also submit a report describ- 
ing each POS agreement. The POS recom- 
mendations then go through the Legislative 
budget. Ifapproved, the Legislature appro- 
priates a lump-sum amount to the State 
agency responsible for overseeing the ser- 
vice provider. Each POS agency establishes 
an Employee Team that monitors and evalu- 
ates each POS contract. These reports are 
then used to make future POS decisions. 


"AGrantin-Aid (GIA) nan awardot public 
| funds on a one-time basis subject to merit 


A Subsidy is an appropriation of public 
finds autos Albe Sete Bae! bi 
particular good or service to enable the re- 
Eplent to provide services or goods to mem: 
Ee ee ere ae 
otherwise 


cific members of ublie on 
aera lic purpose. 


‘The State has 


‘he recommendations ofthe AC go tothe | 
Executive Coordinating Council, made up 
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Legislative Auditor Cites Lack 
of Oversight and Coordination 


The Legislative Auditor issued a re- 
port on the administration of the POS 
system in January, 1996. Past audits have 

ecified deficiencies in administering 
POS contracts, including the untimely 
execution of contracts, late payments to 
providers, and insufficient monitoring 
and evaluation of contracts, The present 
audit stated: 


“Chapter 42D fails to designate a cen- 
tral authoritative agency responsible for 
the administration of POS contracts. We 
found both the Executive Coordinating, 
Council and the Advisory Council to be 
ineffective and unnecessary. Confusion 
also exists over the ‘drop dead’ provi- 
sions of the law. 


In addition, we found the new 
procurement law, Chapter 103D.... du- 
plicates the efforts of Chapter 42D and 
can be more efficient and effective in 
handling the administration of POS con- 
tracts.” 


‘The Auditor concluded that the lack 
of oversight and coordination in admin- 
istering the POS system is troubling, 
since it leads to waste and duplication. 
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“If the camel once get his nose in the tent, 
his body will soon follow.” 


Arabic Proverb 


particularly important and often con- 

troversial because it sets forth the State 
Procurement Code, which governs the ex- 
penditure of State funds to purchase goods 
and services from the private sector. Some 
of the key elements of the Hawaii Procure- 
ment Code: 


C= 103, Hawaii Revised Statutes, is 


* Direct that, with some exceptions, no 
expenditure of public money greater than 
$10,000 for goods and services, and more 
than $25,000 for construction shall be made 
except under a contract awarded after the 
advertisement for competitive bids. A less 
restrictive system of informal bidding ap- 
plies to lesser expenditures. The law specifi- 
cally states that no public expenditures 
“shall be so divided or parceled as to defeat 
or evade this section.” 


* Require that, with few exceptions, the 
State must award the contract to the lowest 
responsible bidder. 


* Forbid the awarding of public contracts 
by a public official to any partnership or 


corporation in which that official is a mem- 
ber or stockholder. 


* Prohibit all State departments, except 
the Department of the Attorney General 
(AG), from retaining attorneys for the pro- 
vision of legal services. There are, however, 
numerous exceptions to this rule, including 
the Hawaii Housing Authority (HHA), the 
Public Utilities Commission (PUC), the De- 
partment of Commerce and Consumer Af- 
fairs (DCCA), the Office of Hawai Affairs 
(OHA), the Judicary or Legislature and cer- 
tain designated commissions. 


* Require that 1% of all State contracts 
for capital improvement projects involving, 
the construction or renovation of State build- 
ings be put into the Works of Art Special 
Fund, which provides for art in public 
places. 


* Detail the advertisement for bids, quali- 
fication of bidders, requirements for handi- 
capped access and exemptions for certain ac 
tivities and certain specific entities within 
State government, The law also contains 
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stated preferences for: the purchase of lo- 
cal, as opposed to out-of-state, products; 
American, as opposed to foreign, goods; and 
products made from recycled materials. 


Procurement/Contract Abuse 


In the early 1990's, a number of State pro- 
curement and contracting abuses came to 
light and were detailed in the media, These 
included obvious cases of “parceling” to 
avoid the competitive bidding requirements 
of the law; preferential treatment in the 
awarding of “sole source contracts;” and 
cases in which the amount of a contract had 
ballooned to many times its original value 
by the use of change orders and unlawful 
extensions. In some cases these incidents 
were investigated by the Attorney General's 
Office, and featured in serial stories by in- 
vestigative journalists. Most often, perpetra- 
tors of abuse were chastised at worst, and 
the procurement laws of the state blamed 
for vagaries and loopholes. 


The Legislature's efforts at procurement 
reform are outlined on the following pages. 
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11993, the State's procurement and con- 
tract system came under the intense 
scrutiny of a special Senate Investigat- 

ing Committee authorized to review pos- 
sible improprieties and violations of State 
law. The resulting 1994 Committee Report 
of the Senate Special Committee on the 
Employee's Retirement System and Govern- 
ment Procurement was highly critical of the 
State procurement system. Through its hear- 
ings and collection of documents, the Com- 
mittee alleged instances of favoritism in the 
selection of vendors, parceling to avoid com- 
petitive bidding requirements, circumven- 
tion of legislative intent, violation of the 
State Ethics Code, gross examples of con- 
flicts of interest, and a number of additional 
specific violations. The hearings revealed 
that the procurement of professional con- 
tract services was the area most prone to the 
perception of favoritism. 


In addition to investigating allegations 
of wrongdoing, the Special Committee was 
further authorized to gather information to 
aid in drafting a new Procurement Code. 
The work of the Committee greatly contrib- 
uted to the subsequent passage in 1993 of a 
bill to comprehensively overhaul the pur- 
chasing laws of the State. The law took ef- 


fect July 1, 1994, and was further amended 
in 1994 and 1995. 

In sum, these reforms have centralized 
both the State's procurement policy and its 
procurement authority by establishing a 
new, five-member Procurement Policy Of- 
fice housed within DAGS, and headed by a 
Chief Procurement Officer. This Officer, who 
operates independently of the State Comp- 
troller, is authorized to adopt uniform rules 
governing procurement activities. 


Specific changes to Hawaii's Procure- 


ment Code in recent years include: 


* A. good faith requirement providing, 
that all parties to the negotiation, perfor- 
mance or administration of State contracts 
shall act in good faith. 


* A requirement that written determina- 
tions be retained in the appropriate files of 
the Chief Procurement Officer or in those of 
the purchasing agency; improvements to the 
reporting process; and a provision that gov- 
ernment records relating to procurement 
must be made available to the public. (An 
exception exists for discussions, delibera- 
tions or decisions requiring confidentiality 
under law.) 


* The addition of a compliance audit unit 
to periodically review and audit State pro- 
curement practices. 


* Development of a comprehensive train- 
ing program for State procurement profes- 
sionals. 


* A provision that State agencies must not 
enter into any contract relating to the pro- 
curement or disposal of goods, services or 
construction valued at over $10,000 with a 
legislator or State employee or with any 
business in which a legislator or State em- 
ployee has a controlling interest, unless the 
contract is awarded through the statutory 
competitive sealed bidding process. The law 
further provides for disclosure of the intent 
to award such a contract by notice to the 
State Ethics Commission. 


© The establishment of screening commit- 
tees to evaluate all submissions and prepare 
alist of persons qualified to provide profes- 
sional services. The law sets forth the duties 
and membership of such committees, and 
procedures which must be followed prior to 
commencing contract negotiations with ap- 
plicants for State contracts for professional 
services. 


Have Amendments to the Law Weakened Procurement “Reform”? 


he 1995 amendments to the Procure- 

ment Code eliminated the legal re- 

quirement that governmental bodies 

acting as a purchasing agency in procuring 

professional services must consult with the 

Chief Procurement Officer. They now have 
discretion to do so. 


The amended law now allows non-con- 
forming construction bids to be accepted if 
“they serve the best interest of the State” and. 
permits the less stringent competitive sealed 
proposals process to be used when such 
purchases are determined, by rule, as not be- 
ing “practicable or advantageous” to pro- 
cure through competitive sealed bidding. 
Where no rule applies, the law allows the 
head of a purchasing agency — who now 
doesn't have to consult with the Chief Pro- 
curement Officer — to determine in writing, 
that competitive sealed bidding is not “prac- 
ticable or advantageous.” 


‘The 1995 law also repealed the Attorney 
General's duty to provide legal counsel to 
the Procurement Policy Office and the Chief 
Procurement Officer. 


*f “Negotiated” Contracts 


Prior to the start of the fiscal year, the 
head of a purchasing agency publishes 
notices for bids for professional services 
the agency anticipates needing for the 
year, A review committee evaluates the 
Submissions from such professionals 
and recommends three “competent and 
qualified” bids that offer “fair and rea- 
sonable” prices. The agency head then 
ranks the three bids on the list in order 
of preference. 


According to law, “the head of the 
purchasing agency shall negotiate a con- 
tract with the first person, including a 
rate of compensation which is fair and 
reasonable, established in writing, and 
based upon the estimated value, scope, 
complexity, and nature of the services to 
be rendered.” Failing the successful ne- 
gotiation of a contract, the agency head 
may move through the list, and upon its 
exhaustion, may secure additional 
names from the review committee. 
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*f Competitive Sealed Bidding 


An invitation for bids is posted to the 
public; the notice includes both a pur- 
chase description and contractual terms 
and conditions. Bids are sealed, and are 
‘opened in public at pre-specified time. 
Bids are then evaluated according to the 
criteria set forth in the invitation. The 
law requires the bid be awarded to the 
lowest “responsible and responsive” 
bidder whose bid meets the terms of the 
specifications. The statute further pro- 
vides that, in the instance of all bids ex- 
ceeding the alloted funds, the head of 
the purchasing agency may negotiate 
with bidders to lower their bids or 
change the bid requirements. 


err Sealed Proposals 


This process begins with a request for 
proposals, which may, upon submis- 
sion, be discussed with the bidders to 
obtain the best and final offer from each. 
‘The law allows the State to contract with 
the “responsible offeror whose proposal 
is determined in writing to be the most 
advantageous taking into consideration 
price and the evaluation factors set forth 
in the request for proposals. 
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“It's all paper and forms, the entire 
Civil Service is like a fortress made of papers, forms 
and red tape.” 


Alexander Ostrovsky 


[Accounting: Pre-Audit, Post-Audit 


he Comptroller is the general accoun- 
tant of the State and is charged with 
cording all receipts and disburse- 
ments into and out of the State Treasury. 

When money is appropriated by Legis- 
lative Act, an account is opened for each in- 
dividual appropriation, Records are kept by 
Act Number and year; consequently, a single 
projet which has had separate appropri 
tions passed over a period of years will have 
more than one account. Accounts are kept 
open until all money has been spent or has 
lapsed back into the general treasury. All 
General Fund or ond appropriations 
have a defined lifespan — operating dollars 
generally lapse atthe end ofthe fiscal year 

for which they were appropriated, while CIP 
funds must be spent by the end ofthe fiscal 
year following the biennium in which they 
were appropriated. Funds can be kept from 
lapsing if they are encumbered by a pur- 
chase order or contract, In partially com- 

leted CIP, estimated future costs can be 
Feld by more informal means. In this way, 
departments keep funds on the books, some- 
times for many years. 

There are many hundreds of individual 
accounts. These are organized by ledger into 
account groups which reflect the major ar 
eas of State spending. The Comptroller is- 
sues an annual report showing the balances 


inall accounts and account groups. There 
no direct correlation between the 
Comptroller's Report and the PPB budget 
format, so relating the proposed budget to 
actual expenditures is difficult, Program di- 
rectors keep their own figures, which are 
reflected in the PPB Variance Reports. 

The Comptroller also has supervision 
over pre-auditing all disbursements from all 
:xecutive Branch accounts, except those of 
the Department of Education and the Uni- 
versity of Hawaii, to determine that they all 
meet legal requirements ed 

tions, The DOE and UH, although 
the Allotment System and sub- 
ject toa Governor's restriction of funds, have 
the authority to perform this function for 
their own accounts. The Judiciary and the 
Legislature, because they are separate 
branches of government, are entitled to the 
receipt of their total appropriation. 

Ali departments and agencies of the Ex- 
ecutive branch maintain internal controls 
their spending. The Comptroller enforces 
adherence to these controls by performing 
post-audits from time to time 

Critics, particularly those involved in 
business, have publicly noted the absence 
of traditional cost-or activity-based accour 
ing procedures, and the failure to allocate 
capital expenses to the cost of a program. 
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Account Groups 


General Fund 
Special Revenue Funds 
General Government 


Conservation of Natural Resources 
Health 
Welfare 
Lower Education. 
Other Education 
Culture and Recreation 
Urban Redevelopment and Housing 
Economic Development and Assistance 
Other (Miscellaneous Other Funds) 
Debt Service Fund 
Capital Projects Fund 


jal and Clearance 
General Fixed Assets Account Group 
General Long Term Obligations 
‘Component Units 

Funds 


‘University and Coll 
HFDC and HHA Fi 
‘Hawaii Hurricane Relief Fund 
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“Its a terribly hard job to spend a billion dollars 
and get your money's worth.” 


George Humphrey 


Where Does Over $6 Billion A Year GO? 
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A Statistical Snapshot of the General Appropriations Act of 1995 


he General Appropriations Act of 1995 

appropriated funds for the fiscal bien- 

nium July 1, 1995 to June 30, 1997 and 
authorized spending at a level of $12.3 bil- 
lion dollars. This section looks at some of 
the choices made by legislators. 

A cautionary note must be injected here, 
lest confusions arise over the differences 
between what was budgeted, and what will 
actually be spent. This section will look at 
the Budget Act itself. As explained in the sec- 
tion on fiscal controls, the Administration 
has the power to restrict funds, In 1996 it is 
expected that this power will be exercised 
to cover the projected budgetary shortfall 
should the Budget as enacted be imple- 
mented 

In 1995-1997, the largest percentage of 
funding will be directed toward Hawaii's 
Formal Education Program. This program 
includes both the public elementary and sec- 
ondary schools as well as all campuses and 
programs of the UH and all Community 
Colleges. Last year there was a movement 
to commit 30% of our State Budget to edu- 


cation. The currently projected funding level 
is 26.8%. 


Operating Budget by Program 


Economic Development 

Employment 
3 ‘Transportation 

Environmental Protection 
Health 
Social Services 
Formal Education 
Culture & Recreation 
Public Safety 
Individual Rights 

11 Gov't-Wide Support 25.9% 


Operating Budget by Expending Agency 


more about the 1995 General Appropriations Act 


180,000,000 Program Area 


700,000,000 


300,000,000 


200,000,000 


100,000,000 


° 


Federal Funds by 


ECONOMIC DEVELOPMENT 
"EMPLOYMENT 
C.TRANSPORTATION, 


HEALTH 

|SOCIAL SERVICES: 

|| FORMAL EDUCATION 
|.CULTURE & RECREATION 

"= PUBLICSAFETY 

INDIVIDUAL RIGHTS 

‘|. GOVERNMENT-WIDE SUPPORT 


LENVIRONMENTAL PROTECTION 


Which programs and State 
departments are the most 
dependent on federal funds? 


The Social Services area is the most reli- 
ant on federal funding. Formal Education, 
Employment and Health also receive a lot 
of assistance from the federal government. 
As Congress begins to shift a large propor- 
tion of federal assistance to block grants, leg- 
islators will need to be able to quickly iden- 
tify which programs will be the most af- 
fected so that the State can most effectively 
manage its resources. 


200,000,000 


200,000,000 


Federal Funds 
by 
Expending Agency 


DEPT. OF HUMAN SERVICES. 
5gss¢20898 


2,500,000,000 


2,000,000,000, 


1,000,000,000 


90,000,000 


700,000,000, 
200,000,000 


General Funds by Program Area 
SR EONOANC DEVELOPMENT 
SEVFLOMIENT 
TRANSPORTATION 
ENVIROMENTAL PROTECTION 
HEALTH 
SBSOGI. SERVICES 
IRFOFWAL EDUCATION 
CULTURE b RECREATION 
saPUeuC SAFETY 
INNOMDUALAGHTS 
S.COVERRBIENT:DE SUPPORT 


FORMAL EDUCATION 


Special Funds by Program Area 


8 ECONOMIC DEVELOPMENT 
EMPLOYMENT 
TRANSPORTATION 
ENVIRONMENTAL PROTECTION 
HEALTH 

SOCIAL SERVICES 

"= FORMAL EDUCATION 
S.CULTURE & RECREATION 

= PUBLIC SAFETY 

INDIVIDUAL RIGHTS. 
'S.GOVERNMENT.WIDE SUPPORT 


‘TRANSPORTATION 


EMPLOYMENT 
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2009000 


109 603.00 


a 


BUDGET & FINANCE 


General Funds by 
Expending Agency 


Special Funds by 
Expending Agency 


‘TRANSPORTATION 
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s previously noted, the Legislature 
also appropriates funds for both the 
Legislative and Judicial branches, 
for OHA, and for a number of specific pro- 


grams and projects which are contained in 
individual legislative measures. 

Both bodies of the Legislature handle the 
development of their budgets, enacted one 
year at a time, within the leadership of each 
body, The bills are generally referred to the 
Legislative Management Committees of 
each body, then to Finance and Ways and 
Means, and finally passed early in the legis- 
lative session. The Judiciary and OHA both 
come to the Li lature and defend their 
budgets in much the same fashion as State 
departments, with the notable difference 
that money committees often operate with 
‘even scantier details on the contents of these 
budgets than the General Appropriations 
measure. 

While discussion of the State Budget, es- 
pecially lately, has centered around the Ex- 
ecutive Operating Budget, in truth the term 
should mean the sum of all monies appro 
priated by the Legislature in budgets and 


bills signed by the Governor. It all counts. 
In recent years, the Legislature has been 
forced to make emergency appropriations 
for a current fiscal year, In 1995, over $51 
million was appropriated for the fiscal year 
ending, in June of the same year and funded 
by a budget passed in 1993 and supple- 
mented in 1994. These figures are included 
in our tally of the total 1995 State Budget. 


‘Total Approved Spending FB95-97 


Executive 5,626,502,305 _5,766,024,726 
cr 556,238,000 409,246,000 

Legislative 21,793,195 

Judiciary 90,241,704 89,934,363, 
cIp 2,359,000 

OHA 7,A53,521 7,453,521 


Emergency $$ for FY 94-95 51,403,574 
Biennial Specific Approp. 67,328,967 
cIP 1,413,659,000 


Biennial Total $14,094,730,834 


“If a way to the Better there be, 
it exacts a full look at the Worst.” 


‘Thomas Hardy 
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How Can the Budget Process Be Improved? 


Recommendations from Experienced Budget Watchers and Finance Experts 


Ww: to this point in the Budget tale we 
have focused on how the Budget 
works, with only an occasional 
comment on the shortcomings of the bud- 
get process. 

People with considerable experience 
have raised a number of points regarding 
perceived failures of the current system. 
Particularly since the 1978 Constitutional 
Convention, when measures were enacted 
to limit State spending and became a part of 
our constitution, critics have become vocal 
and persistant. Being mindful of the context 
of their criticisms, we offer the remarks of 
several experts in the following summary 
of four areas of concern in our present bud- 
get process. 


Failure to Evaluate 


When PPB was initiated in Hawaii in the 
early 1970's, it was hailed as an answer to 
more responsible budgeting. Its central prin- 
ciple is that of connection — that there should 
bea relationship between the goals that are 
set and the programs which are established 
to meet them. Essential to this notion is the 
requirement that there be a way to measure 


and determine whether the programs are 
meeting the goals set. 

Ina Special to the Advertiser in January of 
last year, former Budget Director Hiram 
Kamaka wrote: 

“In 1969 I was 
appointed by then- 
Gov. John Burns as 
state director of fi- 
nance. He charged 
me to take the state 
to biennial budget- 
ing and to some 


“With all the 
financial and 
budgetary woes 
facing Hawaii, I 
think the state 
should devote 
its energies to 


thing called PBS,’ perfecting PPBS. 
an acronym for Itcan bea great 
‘planning, program- planning and 
ming, budget sys- ‘management 
tem. tool.” 


“As we at- 
tempted to put 
PPBS into effect in 
Hawaii, I became 
aware that ater —__ 
technical formatting, the key to the system 
lay in sound planning and program evalua- 
tion 

“We began such training, using the ser- 


Hiram Kamaka 
Honolulu Advertiser 
January 15, 1995 


vices of the U.S. Navy's management train- 
ing staff from Monterey, Calif.” 

‘As Kamaka noted, the Burns administra- 
tion ran out of time, and left the job unfin- 
ished. 

“Before leaving, we advised the Legisla- 
ture that we had time enough to establish 
only the reporting format of PPBS. The more 
important aspects, true planning and pro- 
gram evaluation, remained unimplemented. 

“Decades later, with the state facing a host 
of financial problems, we still do not have 
the planning and evaluative expertise that 
PPBS requires.” 


‘The Legislative Auditor also raised con- 
cerns about the failure of the PPB system to 
relevantly measure the effectiveness of its 
programs. Ina 1991 study, conducted for the 
Auditor by Allen Schick and John Haldi, the 
report to the Governor and the Legislature 
concluded that “problems with the PPB sys- 
tem are not principally in the law, but in the 
way its provisions have been implemented, 
Twenty years after enactment, the Executive 
Budget Act remains a state-of-the-art plan- 
ning-programming-budgeting system.” 
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The Auditor's Report goes on to note, 
however, that the “system contemplated in 
that act is far from reality.” The report makes 
the following specific charges: 


“"s The Multiyear Program and Financial 
Plan is a line projection that is made with 
little thought and does not reflect policy de- 
velopments. 


+ Measures of Program Effectiveness are 
dutifully reported, but they guide neither 
financial management in the departments 
nor budget decisions in the Legislature. 


* The Variance Report does not meaning- 
fully assess results or provide any useful 
insights for the legislative oversight func- 
tion. It has become just one more require- 
ment to fit into the biennial budget cycle.” 


Harsh criticism? Yet the report further noted 
how critical relevant budget information is 
for legislators, whose job, to appropriate all 
monies spent by state government, is com- 
pressed into a 60-day legislative session. The 
report concludes, despite sharp words, that 


there are three compelling reasons for keep- 
ing, rather than scrapping, PPBS: cost, fa- 
miliarity, and potential usefulness. The re- 
port addresses a number of specific corree- 


tions. 

While the Office of the Auditor confined 
its attention 0) 
study of the PPB law 
and whether it was 


“The Legislature 
being properly im- neat AcE 
plemented, critics swiftly 
from the world of to remedy this 
business have as- accounting 
sailed thesystemfor ‘nightmare, 
providing no rel- hey state 
evant cost-benefit (and county) 
information.George administrators 


Mason, Founder 

and Publisher Emer- 

itus of Pacific Busi- 

ness News wrote: 
“When a legisla- aiff Stater CEO 

tor or voter looks at Masi eae Inc. 

an agency's budget 

request, what thy —_ 

see isa fiction. The proposed appropriation 

very likely will cost the taxpayers consider- 


cannot manage 
what they cannot 
measure.” 


ably more than the numbers suggest. 
“Government agencies do not show over- 
head. They pay no rent, no legal fees, no 
payroll preparation costs, no amortization 
of equipment, no insurance, no retirement 
contributions, no accounting fees, plus a lot 
of other things a private firm must include 
in its cost of producing a service or product. 
“If you want to have competition in gov- 
ernment in an effort to give taxpayers a bet- 
ter ‘return’ on their investment, then you 
must subject every government agency to 
cost-accounting, just as every private busi- 
ness must to survive and avoid bankruptcy.” 
Ina recent column in PBN, businessman 
Cliff Slater didn't mince words: 
's a wonder we are not in more trouble 
than we are. There is no activity-based ac- 
counting, no allocation of capital costs and 
no integration of income, operating and 
capital expenses into some type of profit-loss 
centers.” 


Failure to Obey Spending Limits 


‘The Tax Foundation of Hawaii has been 
a consistent critic of the Legislature's sub- 


verting the spending limitations placed on 
it by the 1978 Constitutional Convention, 
Predictions of our current fiscal crisis have 
been forthcoming from this organization for 
along time. In the 1993 Tax Foundation Leg- 
islative Review, the Foundation notes: 

“It appears that both the state adminis- 
tration and the legislature do not know how 
to curtail expenditures to a level commen- 
surate with the taxpayer's ability to afford 
state government. If the lessons of a declin- 
ing economy are not learned very quickly, 
Hawaii could be on the verge of a serious 
financial disaster.” The publication goes on 
to mention a laundry list of constitutional 
spending limits violations: 

“All of the financial shell games played 
over the last few years, such as the creation 
of special funds to hide the general fund 
surplus, earmarking what were formerly 
general fund receipts for those special funds 
as a means of avoiding the state spending 
ceiling and the mandatory refund credit, the 
use of cash for capital improvements, bor- 
rowing millions of dollars from the general 
fund without legislative appropriation, bor- 
rowing the money to pay the back rent on 


ceded lands, attempts to float general obli- 
gation bonds to repay the money borrowed 
from the general fund, using revenue bonds 
to underwrite the state highway system, 
using the state's credit to raise money for pri- 
vate nonprofit groups, allowing unspent 
ee ftinds to be carried 
forward for up to two 
tice years, and allowing 
way of telling contracts tobebid un- 
legislators der a sole source ex- 
that their hand emption can be ex- 
has been caught pected to contribute 
in the cookie jar. to the serious c 


“This is a nice 


If they want that is just over the 
more cookies _ horizon. Inthe end, it 
they should will take years to un- 
ask for them — ravel the financial 
properly.” mess that has been 
created in the last 

AGalepaeeabar’ seven years and it 
The Prof Partie will cost taxpayers 


millions of dollars be- 
fore some sense of ac~ 
= countability is re~ 
turned to state finances.” 

In The Price of Paradise, Volume I, au- 


“Smoke & Mirrors” 
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thors Paul Brewbaker, Randall Roth, Lowell 
Kalapa and Marcia Sakai allude to “smoke 
and mirrors” as they describe a legislative 
loophole to avoid the constitutionally man- 
dated expenditure ceiling. 

“The legislature can exceed the spending 
ceiling by putting a public spotlight on this 
phase of the budget process and approving, 
any such action by a two-thirds vote, rather 
than the usual majority. That's the proper 
mechanism for exceeding the ceiling. 

“The legislature, to avoid this public spot- 
light and tougher voting requirement, has 
exploited a loophole. By simply reclassify- 
ing an arbitrary amount of general funds to 
special-fund status, the level of general-fund 
appropriations drops ‘magically’ (as profes 
sional illusionists like to say), typically to an 
amount comfortably below the constitution- 
ally mandated spending ceiling. Has spend- 
ing been reduced? Of course not. Has the 
expenditure ceiling been exceeded? Techni- 
cally no.” 

As noted in the same article, the Hawaii 
State Tax Review Commission put it this 
way: 

“The purpose for such funds may be 
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laudable and worthwhile, but the use of this 
type of special fund is not. Desired programs 
and services can be given priority under the 
normal budget process without resorting to 
this type of financing,” 


Failure to Retain Budget Authority 


An analysis of the fiscal relationship be- 
tween the Legislative and Executive 
branches was ut 


dertaken by Ley “Is there a 
lative Auditor legislator or 
Marion Higa, be- staff member 
fore a Joint Interim who could 
Legislative Com- guess 
mittee on October correctly 
11, 1994. She de- ona first try 
tailed a recent where to find 
Auditor’ er the Medicaid 
“... the execu- rogram 
bruger?” 
ity over fiscal mat- Marion Higa, 


ters, while the 
Legislature's role om 10 


has eroded. In both 
budget review and budget execution, we 


found an imbalance of power. PPB budget 
documents do not give a good averall pic~ 
ture of the amount of spending and the 
sources and types of revenues to support this, 
funding. Our Legislature, unlike 20 others, 
does not have on-line access to agency ex- 
penditure data. In executing the budget, the 
Legislature has been undermined by rou- 
tinely including provisions in the appropria- 
tions act that allow the Governor to make 
transfers among programs and to restrict ap- 
propriations. This flexibility has allowed the 
executive to create and expand programs 
without legislative authorization, transfer 
funds among programs and appropriations, 
and use savings from one program to 
supplement appropriations for another pro- 
gram.” 

In her presentation to the Committee, 
Higa went on to suggest that efforts toward 
budget reform include the following over- 
riding themes: 


““* Information is standard, useful and re- 
trievable; 
* Full disclosure of all revenues and ex- 
penditures; 


+ Expenditures are identifiable by orga- 
nization, preferably via on-line access; 

* Proposals for new expenditures, 
whether for workload increases or program 
changes, are justified on the basis of changes 
in performance; 

* Accountability for results is integral to 
the budget system — who is spending, how 
much, for what outcome, to be measured by 
what means.” 


Failure to Provide Acces: 
Concerns raised 


about publicaccess “How do you 
to government in- expect me to 
formationhavenot support the 
been confined to at- budget 
tempts to retrieve without 
budget informa- information?” 
tion, but it is in that 

area that public one 


frustration has 
been, perhaps, he — 
greatest. 

(On page 22 we told the tale of the Senate 
dissidents of 1983 and the lawsuit they filed 
to make the Budget Worksheets public docu- 


ments. Interesting to note are the quotes of 
our current Governor Ben Cayetano, then 
one of the aggrieved Senators seeking assis- 
tance from the court. 

Cayetano noted in his arguments on the 
Senate floor: “No one knows what really has 
gone into the budget.” 

During the same evening floor debate, 
Charles Toguchi, another dissident Senator 
and now the Governor's Chief of Staff, said: 
“Thave no idea what the details are ... how 
do you expect me to support the budget 
without information?” 

Senator Cayetano, who later represented 
the dissidents in court, argued that the 
multi-page budget was merely a “summary 
of numbers which are meaningless without 
the worksheets.” At the time of the suit, 
Cayetano said his colleagues were interested 
in establishing the principle of access to the 
worksheets used by the conference commit- 
tee — prior to the final vote of the Legisla- 
ture on the budget. As noted earlier, it was 
only for a couple of years that the money 
committees allowed this. At present, the 
worksheets are published after the session. 

The confrontations between legislators 


and Common Cause Executive Director lan 
Lind in the mid 80's on the issue of access to 
relevant information have been taken up of 
late by Desmond Byrne, current Executive 
Director of the same organization. Byrne, in 
a memo to the Senate President and the 
Speaker of the House dated January 8, 1996, 
made a plea for greater participation from 
the public at budget informational briefings: 

“Before and at the beginning of each leg- 
islative session, committees have informa- 
tional briefings on programs. Thisis the only 
real opportunity for the public to comment 
on the budget and operations of particular 
programs. We would request that on the 
notices, like all other notices, of the meet- 
ings, the public should be invited and en- 
couraged to give testimony on particular 
programs.” 

Byrne on the relevance of budget materi- 
als: “We don't believe the State has a rev- 
enue problem. The State has an expenditure, 
efficiency and effectiveness problem. It has 
a problem in measuring the effectiveness of 
programs: result, outputs and outcomes. 

In cataloging experts’ criticisms and sug- 
gestions, we discovered three issues that 
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have been generally overlooked by those 
scrutinizing the process. The first is the lack 
of availability of "Governor's Messages" to 
anyone but members of House Finance and 
Senate Ways and Means. These memoranda 
specifically address changes the Governor 
is requesting to his already-submitted bud- 
get, changes in revenue information, and 
policy directions underlying the specific 
dollar amounts in the Governor's budget 
proposal. The policy of who gets these mes- 
sages is hazy. Though they rarely go to any- 
‘one except money committee chairs, in the 
early days of the 1995 session information 
contained in Governor's Messages was re- 
leased to the press prior to its receipt by the 
Legislature — irritating some legislators but 
giving the public the most specific budget 
information they'd seen in years 

Another issue relating to access is that of 
the development of budget provisos. These 
appear in House, Senate and Conference 
versions of the budget with little or no ap- 
parent input from legislators or the public. 

And last, legislators frequently complain 
that they have no time or opportunity to re- 
view the final draft before signing it. 
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“It is a riddle wrapped in a mystery 
inside an enigm 


Sir Winston Churchill 


“Begin at the beginning,” the King said gravely, 
~S “and go till you come to the end; 
then stop.” 


Lewis Carroll, Alice's Adventures in Wonderland 


Page 57 


ee 


te the Budget 


He: HE SGRR 


gf ite 


$ an example, we've considered one 
Ae in the State Budget — BED- 

30, Economic Planning & Research 
for Economic Development. We looked up 
that program in the Governor's Six-Year Plan 
(the Executive Budget), the Variance Report, 
the Budget Justification (BJ) Tables —a more 
detailed depiction of individual programs 
—, the Budget bill itself and the Budget 
Worksheets. We've reproduced just those 
pages from the larger documents — all for 
the same program, BED-130 —, and anno- 
tated them to make them easier to under- 
stand, 


Where ARE These Documents? 


Some are easier to obtain than others. The 
Executive Budget and Variance Report is in 
the Legislative Reference Bureau (LRB) Li- 
brary in the basement of the Capitol from 
late December in even-numbered years. It 
carries through the following two legislative 
sessions. Public libraries and other govern- 
ment research libraries also have these five 
volumes — which are paperbacks, each 
about an inch thick, bound in one color for 


the Budget and another for the Variance 
Reports, Legislators and Research Offices 
of the Legislature also receive them. 

The Budget Bill, or General Appro- 
priations Measure, OHA, Judiciary and 
Legislative Budgets are most easily ob- 
tained from the House of Repre: Ss 
or Senate Print Shop, With legislative bills, 
one of the first lessons to learn is to be ab- 
solutely certain you are dealing with the 
correct draft of the bill. The General Ap- 
propriations measure is nearly two inches 
thick and not entirely user-friendly, so to- 
talling up the wrong figures is particularly 
onerous. While there are many reasons 
to use an earlier draft of the Budget, it 
must always be done on purpose, not by 
failure to secure the most recent draft. 
Budgets for previous years are most eas- 
ily referenced in Session Laws of Hawaii, 
also in LRB and most libraries. 

The Budget Worksheets are available to 
the public, either in a legislative office or 
in the LRB Library. These are only printed 
for the public after the Legislature has ad- 
journed sine die, so they are of little use 
when one is seeking the status of funding, 


for a program prior to passage of the Budget 
By Tables are not generally available to those 
other than legislators or money-committee 
staff. Many of these documents are also avail- 
able in the Capitol's Public Access Room. 

We've also armed you with a space-con- 
serving list of the State Budget Program Struc- 
ture for easy reference. While one of the best 
ways to find something in the State Budget is 
to know what you're looking for, often one 
unaware of a program's title or program num- 
ber. A glance at the larger structure often cla 
fies how programs relate both to one another 
and to the whole. 

Still, some things just aren't where logic 
would indicate they should be. We've offered 
some general wisdom on gaps, overlaps and 
other budget anomalies, and some tried and 
true advice on how to demand, plead, beg, 
even grovel for help when you'll still stuck. 

Happy Hunting. 


Fagere ‘The Program Structure #, along with the Program Title and Program 
1D, identify this program throughout the Budget documents. (Note 
their position inthe Program Structure on Page 60. ) The first page of 


{information for each program details Program Expenditures, 


The Executive B 


When the Exrcutive Budget comes Sut n December 
uy 


it elects budgets forthe carent ical Bene 
the ext ical biennium which this Baiget wll a 
\bcrtee ala proection or WE SMI poe eucrune 


Within the Program 1D # 
's the acronym for the Ex 
pending Agency — in 
this ease the Department 
‘of Business, Economic 
Development fe Tourism. 


ands for the current biennium and the next 

67 fiscal biennium, which this budget will fund, 
3 are expressed in actual dollars rounded tothe 
yest dolla. Projected funding for the follow 
fou years expressed in figures rounded 
the nearest 1,000 dollars, 


A 
HOt haa apoyo ; 

Se cones tacoes menemeos Chor aptha alee 

Le abe to lepceplompmeiae aig crores 


beled “Investment.” 
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sly established Ree 


This report attempts to quantify pre 
= three pages of 


Measures of Effectiveness, and to report the output 
Up until the end of the current 

paces bya the degre of accuracy 
in their demographic forecasts 
hhas equalled 96°%. For some rea 
son, they anticipate that accuracy 
to drop to 80% and stay there. 


several Program Activities. This approach works better is 
for some programs than others rogram 


One of the Program Activities pl 
BED130, Population Compons 
State/City Plans and Legislation Evaluation, 
‘was not performed inthe last bienniem, an 
is not scheduled through 2001, One might 
make a note to scan the text on the next two 
pages to, perhaps, find out why not 


BEDI30 has no direct Program Revenues. It 
collects no taxes, issues no permits, nor re? 
ceives any federal funds, ete. When a pro- 
{gram dags have such revenue, they are listed 
here in separate rows, according to these cay 


cegories. 


— 
sieeataeeeeecrememeseer = 
ea ee rel an appropriate function of Noa 
sie Pet and Sire one [ut as oveectvaly ine pol ck 
i ind can be done just as cos re 


Plana found in Chogie 
a ete, and 104 faynd (by, 
mona ofForignIvertoche nd ihe 2 Provide ongoin 
Pacts of natural atone om seers suchas nat he 
osing of sugar planta 


igh sh eae oemicand snes 
alfecting the State. P° Be ria ie 
3 Perform asc res 
ind distribute to rina 
Stl ence athe pu SAUL sno Reports, 


"ch! sblshquaiaive 
citer crate aah 

co a ein 
outlines above. rales 


‘Develop and provide accura 
making by the Administra 


Lists tassst decision 
Legislature ttf 


usiness community, 


ited on the prev ae 
eno Menus of icv: don he prev 
ous page for man of hese acne hae 

the citciams of the PPD Budget Progran shal the pro: 
gpa ealuton proved ats inate = 
felled ‘ 
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FOR ECONOMIC DEVELOPMENT 
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ciencies and monitor all 
ficiency 


G AND RESEARG 


‘Anticipate needs, Overcome 
atistcal Prog 


her Government 
oats as well 


rerived data base with 
ses bath monetary 


makers in the State 
fof a common comput 


elationships with decision 
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Today ieeatia ee ane 
ceding Don't forget to verity Program 
Pao tktcary 
Variance Report Naraiive 
FY 1994 and FY 1995 


frequently when using these 
documents 


Statistician 1V. 706 the yeas an Economist Vand s Reseach 


No significant variance. 


Part V- PROGRAM activin 


No significant variance 


145 


Here is the reason the program's Operating Costs were 
approximately $70,000 less than budgeted in FY 1993-94 
It appears from the previous page that those positions 
‘were filled in FY 1994-95, as the program only spent $5,000 
{ess than anticipated in the second fiscal year of the bi- 


“The anticipated drop in one of 
these measures earlier noted is 
for the next fiscal year sos not 
teflected in this report 


Program Program Level Program Program Level 
Number IH Wl IV V_ VI IDNO Number IW IIL Vv VI IDNO 
1 ECONOMIC DEVELOPMENT 20801 ‘Unemployment Compensation LBRI71 
oor Business & Industry Development 0208 02 Disability Compensation TBRIB3 
O1 0101 ‘Commerce and Industry BEDIO2 (204 03 Vocational Rehabilitation HIMS802 
01 0102 State Tourism Office BEDS 0205 Overall Program Support 
o1 02 Foreign Trade BEDIO? 0205 01 ‘DLIR-Data Gathering, Research and Analysis LBR9OL 
0103 Agriculture 02.05 02 General Administration. BR9O2 
01 03 01 Financial Assistance for Agriculture AGRIOL 0205.03 Ottice of Community Services TBRI03 
01 03.02 Prodctvty Imprvmt & Mgt Asstnce for AGR 02.05 04 Labor & Industrial Relations Appeals Board LBRBI2 
01.03.0201 Plant Pest & Disease Control AGRI22 03 TRANSPORTATION FACILITI 
01 03.02.02 Animal Pest & Disease Control 0301 ‘Nic Transportation Facilities and Sves 
01 03.02.02 01 ‘Animal Quarantine AGRI31 030101 Honolulu International Airport TRNIO2 
01 03.0202 02 ‘Animal Disease Control AGRIB2 0301 02 General Aviation TRIOS 
01.0303 Product Development and Marketing for AGR 0301.03 Hilo International Airport TRNIN 
01 030301 Forestry - Products Development LNRIZ2 0301 04 Ke-ahole Airport TRNII 
01 03.03 02 IKG Info Dist Syst Imp. for AGR AGRISI (03 01 05 Waimea-Kohala Airport TRNIIG 
01 0304 General Suppor for AGE 03.01 06 Upolu Airport TRNIB 
01 0304 01 ‘Agrictftural Resource Management AGRI 0301 07 Kahului Alrport TRNI3I 
01 0304 02 General Administration for AGR. ‘AGRIS2 0301 08 Hana Airport TRNI33 
01 04 Fisheries & Aquaculture 0301 09 Kapalua Airport TRNIS 
01 04 01 Financial Assistance for Aquaculture AGRI02 0301 10 Molokai Airport TRNIGL 
01 0402 heries and Aquaculture LNRISS 030111 Kalaupapa Airport TRNIG 
01.05 Energy: Development and Management BEDI20 0301 12 Lanai Airport TRNISI 
0106 Water and Land Development UNRIGI 030113 Lihue Airport TRNIGL 
& Coord for Ecc 03 01 14 Port Allen Airport TRNIG3 
03.01 15 Airports Administration ‘TRNISS 
0302 Water Transportation Facilities and Services 
02 03.0201 Honolulu Harbor TRN201 
201 Full Opportunity to Work 03 02 02 Barbers Point Harbor ‘TRN303 
0201 01 Placement Services Lori 03.02 03 Kewalo Basin TRN205 
0201 02 ‘Apprenticeship deother Training Programs LBR123 03.02 04 Hilo Harbor TRN3U 
0201 03 Employment and Training Programs CBRI31 103.02 05 Kawaihae Harbor TRNI3 
0201 08 Commission on Emplmnt & Human Res, TBRI35, 03.02 06 Kahului Harbor TRN331 
0201 05 School to Work Transition Center Program TBRI36 03.02.07 Kaunakakai Harbor TRN3I 
0202 Occupational Safety & Health BRIS 03.02 08 Nawiliwili Harbor ‘TRN361 
0203 Fair and Just Employment Practices 03.02 09 Port Allen Harbor TRN363 
020301 Wage Standards & Fair Emplmnt Practices LBRI52 03.02 10 Kaumalapau Harbor TRN3S1 
0203.02 Civil Rights Commission LBRIS3 03.02 11 Harbors Administration ‘TRN395 
0203 03 Public and Private Employment UBRI6L 03.03 Land Transportation Facilities and Services 
204 Assistance in Work Related Difficulties 03.0301 ‘Oahu Highways ‘TRNSOI 


Page 65 
There are 269 programs and sub-programs inthe PPB system. These are 
broad program areas, and within each of these areas are often a large 
number of sub-sub programs which are not visible to the naked eye and are 
difficult for all but the most intrepid researcher to locate. 
Program Program Level Program Program Level 
Number III Wl IV V_ VI IDNO Number Ill Wl IV Vo VI IDNO 
03.03 02 Haws lighways TRNSI 05.0202 Honokaa Hospital 
03.03 03 Maui Highways TRNS31 05.0203 vu Hi 
03.03 04 Molokai Highways TRNS4 05 02 4 Kohala Hospital 
03.03.05 Lanai Highways TRNSS1 05 02 05 Kona Hospital 
03.03.06 Kauai Highways ‘TRNS61 05 02 06 Maui Memorial Hospital 
03.0307 Highways Administration TRNGSS 05 0207 Hana Medical Center 
030308 Highway Satety TRNSS? 030208 Kula Hospital 
03.08 General Administration, TRN99S 0502.09 Lanai Community Hospital 
04 ENVIRONMENTAL PROTECTION, 050210 Kauai Veterans ‘Memoria Hospi y 
401 Pollution Control 050211 ‘Samuel Mahelona Memorial Hospital 
0401 01 Environmental Management HTHS40 0502 12 Maluhia Hospital 
0401 02 Pesticides AGRS46 050213 Leahi Hospital 
04 02, Preservation and Enhancement 050214 Private Hospitals & Medical Services 
040201 “Aquatic Resources. LNRAOL 050215 Community Hospitals Administration 
04.0202 Forests and Wildlife Resources: 0503 Behavioral Health 
04.0203 Mineral Resources: LNR4O3- 05.0301 Adult Mental Health 
04.02 04 Water Resources LNR404 05.03.02 Hawaii State Hospital 
0402 05, Conservation & Resources Enforcement [ENR405, 0503.03 Alcohol and Drug Abuse 
04.02 06 Coastal Areas LNR406 05 03.04 Child and Adolescent Mental Health 
040207 ‘Natural Area Reserves & Management LNR4O7 05 03.05 Behavioral Health Services Administration 
0403 General Support for Nat Phys Environment 05 04 Personal Health 
04.03 01 Pol. Dvi pent Coord/Anlys for Nat Phy Enver = HTH850 05 04.01 Develo ital Disabilities: 
0403.02 t-Natural Physical Environment LNR906 05.04.02 rook lealth 
04.0303 Environmental Health Administration HTHS49 05 0402 01 amily Health Services 
05 HEALTH 05.04.02 02, ‘School Health Services. 
0301 Health Promotion & Disease Prevention 05 0403, Community Health Narain 
0301 01 ‘Communicable Diseases 95 04 08 Personal Health Services Administration 
05 01 01 01 ‘Tuberculosis / Hansen's Disease Control HTHIOD 0505 Environmental Health Services 
05 01 01 02 Hansen's Disease Institutional Services, = HTHIIT 05.06 Health Resources and Program Support 
(ei as ps a 
idem ices Sclties Side, Inspection, Licensing 
0501 02 Dental Di HTH 05 06 03 ti ical Services a 
05 01 03 Health Promotion and Education 05 06 04 Health Status Monitoring 
05010301 Preventive Health Services HTHI51 05 06 05 Health Resources Administration 
05 01 03.02 Nutrition HTH160 0507 Overall ram Support 
05301 0303 Health Promo/ Ed Injury PrevécControl — HTHI80 030701 ‘Comprehensive Health Planning 
05.01 04 HPDP Administration HTHI9S: 050702 General Administration, 
05.02 Hospital Care 06 SOCIAL SERVICES 
05.0201 lilo Medical Center HTH211 0601 Services to Individuals, Families & Veterans. 
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Program Level Program Program Level 


Ve Es se IDNO Number Ill Hl IV V_ VI IDNO 
Child Welfare Services HMS301 0701 01 01 ‘School-Based Budgeting EDNI00 
Child Day Care Services HMS302 O7 OL 0102 Instructional Support 
Child Placement Ba & Related Client Pymts  HMS303 07 01.0103 ‘State and District Administration 
Community Long Term Care Services HMS601 0701 0108 ‘School Support EDNAOO 
Youth Serv 07 01 01 05 ‘School Community Service EDNS00 

‘Youth Services Administration HMsSO1 07 0102 Institgional Administration and Support 
Youth Services Program HMS502, 07 01 0201 Physical Plant Operations & MaintAGS — AGS807 
Youth Residential Programs HMs503 07 01 0202 Student Transportation ‘AGS808 
Services to Vetera DERI. ‘o70103 Public Libraries 
Foster Care Licens HMS304 0703 
Assured Standard to Living 0703.01 UOH100 
Monetary Assistance for General Needs 070302 University of Hawaii, Hilo DOH 
‘Pymts to Asst Families with Dep Child HMS201 070303 Honolulu Community College 
Dymts to Asst Aged Blind/ Deabied HMS202 0703 08 Kapiolani Community College UOH3I0 
Other General Assistance Payments, HM5204 070305 Leeward Community Coll 
Other Federal Assistance Payments HIMS206 0703 06 Windward Community College UOH330 
Housing Assistance 070307 Hawaii Community College 
Rental Housing Services HMs220 07 03 08 Maui Community College UOH500 
Teacher Housi TIMS807 070309 Kauai Community Coll UOH600 
Housing Assistance Administration HMS229 07 0311 University of Hawaii at West Oahu VOH700 
Private Fisng Developmt/Ownership —BUF225 07 03 12 Higher Education State-Wide Support 
Broadened Homesite Ownership BUFZ25 07031201 'UOH System-Wide Sup, UOH900 
Housing Finance ‘BUFZ27 07 031202 Community College System-Wide Sppt_ UOH905 
Housing Finance & Development Adm BUFZ29. 08 CULTUREAND RECREATION. 
Rental Assistance Services HMSz22 0801 ‘Cultural Activities 
Homeless Services HMS224 0801 01 ‘Aquaria UOHS81 
Rental Housing Triat Fond BUFZ31 08 01 02 Hawaii Public Broadcasti CCA701 
Health Care Payments HMS230 08 01 03 Performing & Visual Arts Events x 
General Support for Assured Std of Living 08 01 08 Ethnic Group Presentations 8 
Eligibility Determination HMS236 0801 05 Historic Presentation 
Disability Determination HIMS238 soz Recreational Activities 
Child Support Enforcement Services ATGS00 080201 Forest Recreation LNR804 
Support Assistance 08 02 02 Recreational Fisheries TNR805 
fee hrosram HMS701 08.0203 Fark Development nad Operstion LNR806 
ood Stamp Empl t & Training, HMS702 08.0204 ‘Ocean-Based Recreation LNR8OL 
‘General Assistance Work Program, HMS703 (08 02 05 tor Events & Shows - Aloha Stadium Agee 
Planning, Dev, Mat & Gen Sppt for Hawn Himstds HHL602 08.0206 firk Interpretation tNiecr 
Overall Program Gcial Services Parks Administration 
Tian, Prgm Dev) Coord of Sves for Chd & Yth_ GOV861 ta PUBLIC SAFETY. 
Plan, Prgm Dev & Coord of Svcs for Elderly GOV62 or Safety from Criminal Actions 
Plan, Prgm Dev &¢ Coord of Svs fer Handcppd — HTHS20 toro oosmnene 
General Support for Health Care Payments HMS902 0901 0102 Halawa Correctional Facility Bepaa 
Gen eere eed Boia Kalani Correctional Facility 
Seneral Administ (DSS HMS908 ry jaiawa Correctional PSD404 
FORMAL EDUCATION (0901 01 05 Hawaii Community Co Center PSD405 
Lower Education 09.01 01 06 Maui Community Correctional Center PSD406 
‘Department of Education 9010107 ‘Oahu Community Correctional Center PSD407 
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Program Program Level Program Program Level 

Number If Il IV V_ VI IDNO Number Ill Il IV V. VI IDNO 

09 01 01 08 Kauai Community Correctional Center PSD408- TOL 8 Hawaii Community Develpmt Auth BEDIOS 
0901 01 09 Women’s Community Correctional Ctr PSDM09 11.01 0305 Program Planning,Analysis & Budget BUFIOL 
09010110 Intake Service Centers PSD410 oe Fiscal Management 

OOLO111 Corrections Program Services PSba20 noo. Revenue Collection 

090101 12 Health Care PSbi3 1020101 Income Assessment and Audit TAX102 
090102 Enforcement 1102.01 02 ‘Tax Collections Enforcement TAX103 
0901 0201 Protective Service pspso1 11.0201 03 ‘Tax Services & Processing, TAXI05, 
09.01 0202 Narcotics Enforcement PSD502 110201 08 ‘Sup ing Services-Revenue Collection TAX 107 
0901 0203 Sheri PSD303 110202 Fiscal Procedures and Control 

0901 0204 Maritime Law Enforcement PSD504 11020201 ‘Acct System Development & Maint AGSI0O1 
0901 03 Perble Supervision and Counseling 110202 02 Expenditure Examination ‘AGS102 
0901 0301 ‘dult Parole Determinations PSD611 1102.02.03 Recording and Reporting, AGSI03 
0901 0302 Adult Parole Supervision & Counseling PSD612 102.0204 Internal Post Audit AGS104 
0901 04 Criminal Injuries Cory PSbel3. 110203 __ Financial Administration BUFIS 
0901 05 ‘General Support - Criminal Action 1103 General Services 

0901 0501 ‘General Administration PSD300 10301 Services ATGIO0 
0901 0502 State Criminal Justice Info&ldent. ATG231 nea, lormation Processing Services BUFISI 

Oo02 from Physical Dizasters M0303 ‘Communication BUFI6! 

090201 yevention of Natural Disasters LNRSIO 110304 Hawaii Information Network Corp. BUFIG2 
090202 ‘Amelioration of Physical Disasters DEFIIO 110305 Personnel Services . 

10 INDIVIDUAL RIG! 11030501, Work Force Attr, Select, Class & Effect HRD102 
1001 Protection of the Consumer 11.0305 02 Supporting Sves-Human Resources Dev HRDI9I 
1001 02 ‘Testing & Certification of Consumer Goods AGRS10 1G06 Employee Fringe Benefit Administration 

1001 03 Regain steerriees 11030501 Retirernent BURIAL 
1001 0301 ‘Cable Television. CCA102 11.03.06 02 Health & Life Insurance Benefits BUFI42 
1001 03 02 Consumer Adv. for Comm, Util & Tran CCA103 ae Property Management 

1001 0303 Financial Institution Servs CCA1O$ nero Public Lands Management LNRIOL 
1001 03 04 Professional, Vocational & Personal Svcs CCA105 a eae Risk Management AGS203 
1001 03 05 Transportation, Comms, & Utilities BUPSOL 11430703 Land Survey AGS2I 
1001 03.06 Insurance Regulatory Sex CCA106 110307 04 Office Leasing AGS223 
1001 04 Enforcement of Fair Business Practices Tee Facilities Construction and Maintenance 

1001 401 ‘Ofc Consumer Prot-Untair/Decep Prac CCANIO neo Construction AGS221 
1001 04 02 Measurement Standards AGRSI2 ee Custodial Services AGS231 
4001 0403 Besinese Registrate ee 11030803 Grounds Maintenance ‘AGS232 
1001 05, General Support-Protection of the Consumer CCAI9I yes Building Repairs and Alterations AGS233 
1003 Legal & Judicial Protection of Rights 168 Purchasing and Supplies 

100301 Legal Assistance in Criminal Actions BUFIS1 Bee Central Porchpsing AGS240 
100303 Coliveyances and Record ENR 11030902 Surplus Property Management AGS244 
10.03 04 ‘Commission on the Status of Women HIMSS88 pen Motor Pool AGS251 
1 GOVERNMENT-WIDE SUPPORT ea Parking Control AGS252 
no Exec Directn, Coord, & Policy Development pee Records Management 24 f AGSII 

Horo ee Directn, Cone, & Fol avin 10313 Gentl ADM Sves - Accounting & General Svcs AGS9O1 
1101 02 Office of the Lieutenant Governor 1TG100 peu Geanes to Cocnties 

Toros Re eae ete Core 11031401 City & County of Honolulu SUBO1 

11010301 Gov Off Policy Develpmt & Coord GOV 102 nos 1402 County of Hawaii SUB301 

11.0103 02 Statewide Plan and Coordination GOVi03 ‘County of Maui SUBAO1 

11010303 Statewide Land Use Management BEDI03 NGSWUOE ‘County of Kauai SUBSO1 
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‘The BJ Tables show detail on permanent and temporary 


Budget Justification (BJ) Tables | 
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IN DATE 02/3 
MVORKSHEET Rut Pace | = 
IVE BUDG' 
ervices BUOGET PROJECTION 90597 EXECUTN 
PERSONAL SERVICES BUD ff 
FOR THE 


REPORT # OBBPOAA! 


6, COSTS. 
0G oer SONAL SERVICES 
SOF 
PROGRAM ORG ae DETAILS OF PERSON 
Pte a 
0 


12 


un 


4 FY94-95 
pps _APPAN Wh on oy 
Sa EMPISTE apy OPS. ae Ameo CODE 
BO BITION TITLE ou Me eae oF 
POEN i (00) 
POSN M 


NUMBER NER 


Thea 


(05) (06) 
INCUMBENT (3) 04) (08) 

12 9 

345678 9 012 9 


105 
7s EM 


REPORT OBBBORRI ‘STATE OF HAWAII PROG ID/ORG CODE BED-130/F4 
PROG-ID ORG TB BUDGET WORKSHEET TABLE By-2 
DEPT NO CODE CD MoF DETAILS OF OTHER CURRENT EXPENSES RUN DATE 02/08/95 
° OO 441 4 MOF FOR ALL ITEMS. F895-97 EXECUTIVE BUDGET 
123-456 _ NN THIS | CURRENT PROGRAM 
BED 130 GENERAL FUND. TYPE OF COST: OPERATING 
T 
NO OTHER CURRENT EXPENSES - DESCRIPTION OBJECT OPN NON PRECEDING YEARS CURRENT YEARS 
1.1 (MAXIMUM 50 CHARACTERS) CODE, LOCN REC FY 1993-94 FY 1994.95 Fy 1995-96 FY 1996.97 
567 (09) (01) (02) (03) (04) (05) (06) (07) (08) 
017 OFFICE SUPPLIES 3200 2989 2989 3000 3000 
020 OTHER SUPPLIES 3400 46 46 50 50 
021 DUES & SUBSCRIPTIONS 3500 252 252 250 250 
023 POSTAGE 3700 2881 2881 2500 2500 
024 TELEPHONE & TELEGRAPH 3800 378 378 400 400 
025 PRINTING & BINDING 3900 8047 8047 6000 6000 
027 CAR MILEAGE 4100 932 932 340 340 
028 TRANSPORTATION, INTRASTATE 4200 1203 1203 1100 1100 
629 SUBSISTENCE ALLOWANCE, INTRASTATE 4300, 602 602 600 600 
— 030 TRANSPORTATION, OUT-OF-STATE 4400 5409, 5409 3000 3000 
031 _SUBSISTENCE ALLOWANCE, OUT-OF-STATE 4500 2248 2248 2000 2000 


PeRiow seme smarroee 
: 
Te So TOR Hoe 


OPERATING costs 
OTHER PERSONAL SERVICES cos; 
TABLE B-1A pe Core 


T 5 
NUMBER $ L DESCRIPTION 
7 INE R<---- 30 CHARACTERS may OPN MOF 


(20) 


REPORT # OBBPOSAI PERSONAL SERVICES BUDGET PROJECTION WORKSHEET 
PROGRAM ORG FOR THE PERIOD 0701/95 TO 063097 
10 CODE TABLE 
° oo 1 1 OPERATING COSTS 
123 456 7800 12 OTHER PERSONAL SERVICES COSTS: 
i : re TABLE BU-1A 
BED 130 FA Jt 
POSN CT DESCRIPTION Wi OPN MOF 
NUMBER S LNE A <---.-30 CHARACTERS MAX -----» CODE + FY93.04 
T 
1-1 Hom 2 eo ey @ ey ) 
345678 9 012 9 
PROGRAM TOTALS 
Fy93.94 Fyots-o5 F¥95.96 Fy96-97 
e 00 00 0 0 
A s 17.861 23557. 40851 40851, 
Pp 00 00 Ey a 
PROGRAM TOTALS 5 17.881 23557 40851. 4085 
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TABLE Bia 
RUN DATE d2a9s 


PAGE | 
F895 97 EXECUTIVE BUDGET 


TABLE BU-1A 
RUN DATE 02/2805, 

PAGE 1 
895.97 EXECUTIVE BUDGET 


Fyo495 —FY95.9 FY96.97 


(25) (28) en 


: 's Budget, as 

" is and mirrors the Governor's get as 

‘THe Executive Budget is introduced in bi Som, so mint tester 

sesmeappeltaniees and shows no draft number. ataeasen peated 

Fasten ester ss tinea Desean Dierseese HS) ar con 

re rats) The Legisstare se at's eile for the Genel Rp 
pagina 
Soares 


Page 8 
H.B. NO. j= 
Db. +HD. 1 
PROGRAM APPROPRIATIONS 
ae a 
APPROPRIATIONS 
2 
ITEM PROG PROGRAM EXPENDING FISCAL M FISCAL M 
3 NO. ID AGENCY YEAR O 
1996-97 
cer 2 
5 
16. BEDI30- ECON PLANNING & RESEARCH FOR ECON DEVELOPME! a 
6 
OPERATING BED 
7 
8 17. BED142- GENERAL SUPPORT FOR ECONOMIC DEVELOPMENT 
38.00* 38.00* 
9 OPERATING BED 24355324 2,434,532A 
BED 2,316,196B 2,391 9408 
10 
u f louse Finance Commitee duced the origina request 
Imire Sages pn ene These 
160,639 in each fiscal year o 


ernorin 
reflect suggested cuts made by the Go 
Govemnecs haem on nly wend) commas 
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‘The Senate Ways and Means Committee deleted one position, 
but increased the operating budget, though not up to the 
amount originally requested 
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5 mee 
4 2 ENT. 
5 J DEVELOPM! 
NNING & RESEARCH FOR ECON DE} 
5) 16. BEDI30- ECON PLA} oa 
ij WD. 1 
6 OPERATING | the senate position pre cat 
Walled nthe final versa of H.B. NO.® Ba 
Z PPROPRIATIONS 
a the position eliminated was 
‘curtently vacant. From the 
P Variance Report we can see 
HhABEDIWsappropeation | . ss 
ITEM PROG. PRC 0¢$531715 for each of the. |EXPENDING FISCAL M FISCAL M 
3 NO. ID tex two fiscal years epre- | AGENCY YEAR O YEAR O 
approtimately 22% from 1996-97 F 
4 that budgeted and spent for 
FOS 
5 
16. BED130- ECON PLANNING & RESEARCH FOR ECON DE 
6 
OPERATING BED 
7 
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RUN THURSDAY 05/11/95 1511.01 LEGISLATIVE BUDGET SYSTEM 
RPT WORKSHEET ‘BUDGET WORKSHEET 
SUPBUD FILENAME: FINAL9S BY PROGRAM AREA 


Program ID: BEDI30 00. ECON PLANNING & RESEARCH FOR ECON DEVELOPMENT 
Structure # 010701000000 
Subject Committee: EC ECONOMIC DEVELOPMENT 


SEQ. # “EXPLANATION 


TOTAL APPROPRIATIONS 


1300 
685886 A 683886 A 


0.00 * 0.00 * 
15617 A 15617 A 


‘The Budget Worksheets for 1995 were 
run and distributed well after the leg- 
islative session was over. They include 
a number of explanations for budget 
changes which were not available to ei- 
ther the general public or legislators not 


1 EXECUTIVE BUDGET PREPARATION: 
‘ADD FUNDS TO REFLECT INCLUSION OF 
COLLECTIVE BARGAINING APPROPRIATIONS, 


| 
2 EXECUTIVE BUDGET PREPARATION: 0.00 | 
: : 0 + 
REDUCE PUNDS FOR OTHER CURRENT 1537-0 | 1547-4 aipngenCy conan tens ester to bce 
PATENSES 10 RETLECT EXECUTIVE GENERAL 1 decision being made. 
RESTRICTION. H 
3 EXECUTIVE supGEr PREPARATION 000 | 000+ I 
REDUCE POSITION AND TUNES YO REFLECT 20,0 20668 
EXECUTIVE PERSONAL SERVICES RESTRI | | 
0.00 + | 0,00 * | 
2i7-A | aA | 
i | 


LEG. CONCURS: 

REDUCTION IN FUNDS REPRESENT PROJECTED 
PAYROLL SAVINGS AND A REDUCTION IN 
SERVICES-ON-A-FEE, PER THE DEPARTMENT, 
REDUCTIONS WILL NOT SIGNIFICANTLY IMPACT 
THE PROGRAM. 


AIA GOVERNORS MESSAGE 93/16/95) 
REDUCE POSITION AND FUNDS TO REFLECT 
ELIMINATION OF FROZEN POSITIONS AS A 
RESULT OF ACT 212, SLH, 1994, 


TOTAL BUDGET CHANGES 


BUDGET TOTALS 


“keep six honest serving-men; 
(They taught me all Thnew). 

Their names are What and Why and When 
"And How and Where and Who.” 


Rudyard Kipling 
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_ When to Ask For Help, Whom to Ask & What to Expect 


ine of the things often heard around 

the Capitol is: “I don’t know enough 

about the Budget to even ask the right 
questions!” Perfectly intelligent, highly com- 
petent and experienced legislative analysts 
pale at the prospect of unearthing relevant 
budget information. The sheer volume of 
supporting materials, the thickness of the 
budget document itself, and the arbitrary, if 
not always apparent, structure are not in- 
viting. There are a few excellent sources of 
information, though, and we encourage you 
to use them. Further, in the interest of not 
spoiling those sources for the rest of us, and 
to ensure a better answer, we urge you to 
learn as much as you can about the program 
you're interested in so that your questions 
will be on point. 

When to ask — other than the obvious 
instant when you need a piece of informa- 
tion — can be very important, as study of 
the State Budget requires focusing on a mov- 
ing target. For simplicity, let's suggest that 
there are two basic budget periods: (1) dur- 
ing the legislative session, and (2) the rest of 
the year. If you are interested in following 
the details of the budget currently under 


consideration, clearly you must be prepared 
to keep up with all versions of the bill as it 
passes through the legislative process. The 
most knowledgeable people during this pe- 
riod are staff members of the Senate Ways 
and Means Committee and the House 
nance Committee. Both offices have proce- 
dures for providing routine information and 
are generally glad to do so. The Chairs of 
Senate and House Standing Committees 
may also be helpful in tracking, programs 
which fall within their jurisdiction — ask the 
Clerk of the Committee. Just be aware that 
both of these sources may not have, or may 
not be willing to provide, information at a 
level of detail greater than that featured in 
the public budget documents. 

When the legislature is not in session, the 
Department of Budget & Finance (B&F) is 
often the best source for specific budget in- 
formation. Ask to speak to the budget ana- 
lyst assigned to the department for which 
you are seeking information. Likewise, 
within each department are employees re- 
sponsible for preparing budget requests. If 
you can pinpoint who these are, they can 
often help you. 


‘Of the most assistance to us has been the 
Tax Foundation of Hawaii. A non-profit 
group funded by donations from individ 
alsand businesses in the community, the Tax 
Foundation tracks and analyzes all tax bills 
as well as the State Budget, They are famil- 
iar with the budget process in detail and 
have been involved in following and e 
plaining State finance for many years 


in 
addition to their specific charge of charting 
the tax impact of legislation. 

What to expect? Expect to be discour- 
aged, put off and frustrated. The tools for 
good budget analysis are not in place; the 


PPB system provides a labyrinth of budget 
documents that fulfill the letter of the law 
but provide virtually no insight as to spe- 

i -benefit or effectiveness of 
State programs.The Legislature and the Ex- 
ecutive branch use different computer sys- 
tems, and to date, efforts to make these com- 
patible have been fruitless. Further attempts 
by the Legislature to maintain confidential 
budget discussions may continue to support 
current public opinion that the process 
obfuscated, needlessly complex and secre- 
tive. 
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“Facts are like (tla 
I might have been 
THGhay all wey become ifort 
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| A Look at | Budget Trends Since 1986 | 
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; Nationally, Selected In« 


awaii ranks high when it comes to 

government taxing and spending. 

In State Rankings 1995, Hawaii 
consistently fell among the top five states in 
a series of categories focusing on state and 
local government revenue collection; state 
and local government expenditures; and 
federal government expenditures. 

Hawaii ranked among the top five states 
in collecting revenue (in selected categories). 
‘The state finished first in per capita state and 
local government general sales tax revenue 
in 1992; and in per capita state sales tax in 
1993. (See discussion in first chapter on 
Hawaii's General Excise Tax.) Hawaii 
ranked second in the nation in per capita 
state government revenue and per capita 
state fax revenue in 1993, Furthermore, 
Hawaii ranked third in per capita state in- 
dividual income tax revenue in 1993; and 
fourth in per capita state and local govern- 
ment revenue and per capita state and local 
government tax revenue in 1992. 

Hawaii also ranked in the top five in 
spending: second in per capita state gov- 
ernment expenditures in 1993; and fourth in 
per capita state and local government expen- 
ditures in 1992. Additionally, Hawaii ranked 
first in rate of state government employees 
per 10,000 citizens in 1992. 

Hawaii fared well in receiving federal 
dollars and employment. Hawaii ranked 
fifth in per capita federal government expen- 
ditures; second in per capita expenditures 
for federal government salaries and wages; 
and fourth in the rate of federal civilian em- 


ployees per 10,000 inhabitants. 

Listed below is a series of categories 
showing where Hawaii ranked in govern- 
ment revenue collection and spending: 


Per Capita State and Local Government 
Revenue in 1992 


(1) Alaska, $13,487 
(2) New York, $6: 
(3) Wyoming, $6222 
(@) Hawaii, $5, 

(5) New Jersey, $5,458 


Per Capita State and Local Government 
‘Tax Revenue in 1992 


(1) Alaska, $3,841.16 
(2) New York, $3,536.53 
(3) Connecticut, $3,060.76 
(4) Hawaii, $2,942.19 

(5) New Jersey, $2,928.74 


Per Capita State and Local Government 
General Sales Tax Revenue in 1992 


(1) Hawaii, $1,122.92 

(2) Washington, $1,118.25 
(3) New Mexico, $754.86 
(4) Nevada, $676.36 

(5) Arizona, $663.60 


Per Capita State Government Revenue in 1993 


(1) Alaska, $12,304 
(2) Hawaii, $4,754 
(3) Wyoming, $4,640 
{@) New York, $4308 
(5) Delaware, $4,121 


Per Capita State Tax Revenue in 1993 


(1) Alaska, $3,724.55 

(2) Hawaii, $2,356.89 

(3) Connecticut, $2,036.26 
(4) Delaware, $1,919.09 
(5) Minnesota, $1,798.70 


(1) Massachusetts, $893.14 
(2) New York, $842.84 

(3) Hawaii, $791.52 

(4) Oregon, $785.24 

(5) Delaware, $735.15, 


Per Capita State Sales Tax Revenue in 1993 


(1) Hawaii, $1,117.43 

(2) Washington, $1,008.66 
(3) New Mexico, $816.17 
(4) Nevada $748.16 

(6) Florida, $677.20 
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Per Capita State and Local Government 
Expenditures in 1992 


(1) Alaska, $11,398 

(2) New York, $6,874 
3) Wyoming, $5,887 
(@ Hawaii, $5,797 
(5) New Jersey, $5,430 


Per Capita State Government 
Expenditures in 1993 


(1) Alaska, $9,069 

(2) Hawaii, $4,808 

(3) Rhode Island, $4,176 
(4) New York, $4,092 
(5) Wyoming, $4,014 


Rate of State Government Employees in 1992 
per 10,000 population 


(1) Hawaii, 536 

(2) Alaska, 468 

3) Delaware, 353 

(4) North Dakota, 346 
(5) New Mexico, 337 


Per Capita State Government Debt 
Outstanding in 1993 


(1) Alaska, $7,402.95 

(2) Rhode Island, $5,147.29 

(3) Delaware, $5,000.56 

(4) New Hampshire, $4,663.75 
(5) Hawaii, $4,308.04 


Per Capita Federal Government 
Expenditures in 1994 


1) Alaska, $7,656.10 

(2) Maryland, $7,306.35, 
(3) Virginia, $7,003.93 

(4) New Mexico, $6,816.31 
(5) Hawaii, $6,448.52 


Per Capita Expenditure for Federal Govern- 
‘ment Salaries and Wages in 1994 


(1) Alaska, $2,256.47 
(2) Hawaii, $2,119.00 
@) Virginia, $1,853.99 
(4) Maryland, $1,481.12 
(5) Colorado, $968.29 


Rate of Federal Civilian Employees in 1992 
per 10,000 population 


(1) Maryland, 276 
(2) 1, 271 

3) Virginia, 263 
(@) Hawaii, 219 
(5) Utah, 196 
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A | 


\ding Agency Codes 


Advisory Council 

Attorney General 

Agriculture 

Department of Budget & Finance 

Budget Journal 

Capital Improvement Project 

Department of Accounting & General Services 

Department of Business, Economic Development 
and Tourism 

Department of Commerce & Consumer Affairs 

Department of Human Resources Development 

Department of Human Services 

Department of Labor & Industrial Relations 

Department of Land & Natural Resources 

Department of Education 

Department of Health 

Department of Transportation 

Fiscal Accounting & Management System 

Full Time Equivalent 

General Excise Tax 

Grant-In-Aid 

General Obligation (Bonds) 

Office of the Governor 

Hawaii Housing Authority 

Hawaiian Home Lands 

Legislative Reference Bureau 

Office of Hawaiian Affairs 

Multi-Year Program & Financial Plan 

Planning, Programming, Budgeting System 

Purchase of Service 

Public Safety Department 

Public Utilities Commission 

Request For Proposal 

University of Hawaii 

Department of Agriculture 

Department of Accounting & General Services 


Department of the Attorney General 

Department of Business, Economic Development 
and Tourism 

Department of Budget & Finance 

Department of Commerce & Consumer Affairs 

Department of Defense 

Department of Education 

Office of the Governor 

Department of Hawaiian Home Lands 

Department of Human Services 

Department of Human Resources Development 

Department of Health 

Department of Labor & Industrial Relations 

Department of Land & Natural Resources 

Office of the Lieutenant Governor 


Department of Public Safety 
Department of Taxation 
Department of Transporation 
University of Hawaiil 


(“Method-Of-Funding” Codes | 


A General Fund L_ Federal Aid Secondary Funds 
B 1 Fund M_ Federal Aid Urban Funds 
C General Obligation Bond Fund —N__ Other Federal Funds 
D_ General Obligation Bond Fund R__Private Contributions 
with Debt Service Cost tobe S_ County Funds 
Paid from Special Funds T Trust Funds 
E Revenue Bond Funds U__Interdepartmental Transfers 
J__ Federal Aid Interstate Funds = W_—_ Revolving Funds 
K Federal Aid Primary Funds X_—_Other Funds 
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Audit, 45 
Bonds 
General Obligation (GO), 11-13,29, 45, 
76,79 
GO Reimbursable, 11-12 
Revenue, 1-12 
Special Purpose Revenue, 13 
Bond Rating, 13, 
Budget Justification Tables (BJ), 22, 57, 68-69,71 
Budget Worksheets, 22, 57 
Capital Improvement Project (CIP), 11, 24, 45, 
50,79 
Civil Service, 23, 31-32 
Competitive Sealed Bidding, 43, 
Competitive Sealed Proposal, 43 
Conference Committee, 27 
Consent Decrees, 23 
Constitutional Bond Debt Limit, 29 
Constitutional Expenditure Ceiling, 29, 53 
Constitutional Income Tax Rebate, 29 
Council on Revenues, 19, 21 
Debt Management, 12 
Department of Accounting and General 
Services (DAGS), 15-16, 28, 33-34, 37- 
38, 42 
Department of Budget & Finance 
(B&F), 15, 23, 26, 31, 33,73 
Department of Human Resources 
Development, 31, 35 
Department of Labor and Industrial 
Relations (DLIR), 17, 31, 33-35 


Encumbrance of Funds, 13 
Entitlements, 23 

Executive Budget, 22, 25, 27, 57-63 
FAMIS, 28 

Finance Committee, 25, 27-28,55, 70, 73 
Fiscal Biennium, 26 

Funds 


General, 13, 15, 29, 37, 45, 49, 53, 58, 79 
Revolving, 15 
Special, 11, 15, 29, 53 
Trust, 15 
Full-Time Equivalent (FTE), 35 
General Appropriations (Budget) 
Bi 28 27, 47,57, 2071 
General Excise Tax (GET), 9-10, 19, 77 
General Revenue Sharing, 9 
Governor's Messages, 55 
Grants 
Federal Block, 9-10, 48 
In-Aid, 38 
Intergovernmental Funds, 9 
Investigative Committee, 28, 42 
Legislative Auditor, 12, 39, 51, 54 
Legislative Deadlines, 27 
Legislative Oversight, 28, 39, 42 
Legislative Timetable, 26-27 
Mandates, 9 
Multi-Year Program and Financial 
Plan (PEP), 21-22, 25,52 
Negotiated Contracts, 43 
Office of Hawaiian Affairs (OHA), 11, 15-1625 


Office of the Legislative Analyst, 28 

Permanent Positions, 30, 32, 35 

Planning-Programming- Budgeting 
‘System, 21-22 

Position Counts, 31, 33 

Procurement, 42-43 

Program Memorandum, 21-22 

Program Structure, 64-67 

Provisos, 25, 37 

Purchase of Service (POS), 38-39 

Pyramiding Tax, 9 

Readings (legislative), 25 

Request for Proposal (RFP), 12, 42 

Specific Appropriations, 25 

Standing Committees, 26-27, 73 

State Comptroller, 15, 45 

State Treasury, 15-16 

State Workforce, 30, 32, 35 

Subsidy, 38 

Supplemental Budget, 22 

‘Taxes, 9 

‘Temporary Appointments 
Emergency, 32 


‘Temporary /Off List, 32 
‘Treasury Deposit Sheet, 15 

Vacant Positions, 32 

Variance Report, 21, 22, 52, 57, 62-63 


Ways & Means Committee, 22, 25-28, 55 


Printed copies of this book can be found at the Hawaii State Legislature’s Le; 
in the chamber level of the Hawaii State Capitol on Room 005. 
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